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Secretary: I. A. F. CRraic, 0.B.£. 


Members use the designation Incorporated 
Accountant. Fellows may also use the initial 


letters F.s.A.A., and Associates A.s.A.A, 


Admission to membership is by examination 
subject to satisfactory completion of articles of 
clerkship for five years (university graduates 
three years). Six years’ approved professional 
experience may be accepted in lieu of five years’ 
articles. Exemption from the Preliminary 
Examination is granted on production of certain 


educational certificates. 


Articles may also be integrated with full-time 
study at certain universities. Under this scheme 
a specific university degree and the professional 


qualification can be attained in a total period of 


5? years. 


The Society of. 
Incorporated Accountants and Auditors 


President: A. Stuart ALLEN, F.s.A.A., London. 


Vice-President: C. Percy Barrowcutrr, F.s.A.A., Middlesbrough. 


Offices and Library: INcorpoRATED AccouNTANTs’ HALL, VictoRIA EMBANKMENT, Lonpon, W.C.2. 


Deputy Secretary: C. A. EVAN-JONES, M.B.E. 


All candidates must pass the Intermediate and 


Final Examinations, except that graduates under 
the universities scheme are exempted from the 
Society’s Intermediate Examination. 

Some concessions may be granted in respect 
of whole-time war service. 

There are Branches of the Society in Scotland, 
Ireland, Canada, Australia, and South Africa, 
and District Societies in all parts of England and 
Wales, Northern Ireland, and India. Students’ 
Societies and Students’ Sections operate 
throughout Great Britain, Northern Ireland, and 
Eire. 

Members of the Society are not allowed to 


seek professional business by advertisements 


or circulars. 
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Professional Notes 


Preliminary Profit Statements 


THOSE WHO REMEMBER CONDITIONS PREVAILING IN THE STOCK MARKET FIFTEEN 
or more years ago, before the practice was begun of issuing preliminary profit 
statements with final dividend announcements, will agree that the decision in 
1938 of the London Committee, as it then was, to ask all companies to give 
profit figures has proved a great success. But standards in these matters do not 
stand still. With the passing of the new Companies Act it became evident that 
the time was approaching when all public companies should be able to publish 
really comparable figures, even in preliminary profit statements. The London 
Stock Exchange set out to prepare a form which would give the requisite infor- 
mation in a manner sufficiently condensed for general reproduction even in 
the small newspapers of to-day. In this task the Exchange had the willing 
“o-operation of the Institute of Chartered Accountants, the Society of Incorporated 
ag and the Chartered Institute of Secretaries. The result is a specimen 
— or pl climinary profit statements which the Stock Exchange regards as 
eh BHC amount of information. This form, with a covering circular 
“ete : i € signature of Mr. John B. Braithwaite, the chairman of the Exchange, 
™ Pri . to the secretaries of some 6,500 public companies. We reproduce 
ar letter and the specimen form on pages 119-120. 
! As a minimum standard, which is all it purports to be, the specimen form 
“pears very satisfactory. Our only regret is that it does not specifically show the 


gross trading profits as well as the net 
profit balance. Much will depend 
upon the intelligence and integrity with 
which data are given under the final 
sub-heads of the form—supplementary 
information which in the opinion of 
the directors is necessary for a reason- 
able appreciation of the year’s results 
or of other material changes in the 
aggregate of the profit and loss balance 
and other reserves. Rightly enough, 
the onus is placed on company directors 
to see to it that shareholders and the 
public are not misled. It should no 
longer be possible for a preliminary 
profit statement to create an impression 
which has to be radically revised when 
the full report and accounts are 
published. 

It is appreciated by the Stock 
Exchange that the form may have to 
be modified to fit individual circum- 
stances. The information sought in 
the specimen form is_ considerably 
less than that given in some of the 
most informative statements now pub- 
lished. The Stock Exchange is attempt- 
ing to raise the general level towards 
that of the best, not to restrict the 
latter. The circular letter is a request, 
but its provisions can be enforced 
against those seeking a quotation for 
the first time or for new issues. 

If companies can arrange, as sug- 
gested in the final paragraph of the 
circular letter, to make their announce- 
ments on profits, dividends and other 
important matters after the closing of 
the Stock Exchanges, so that the whole 
country can start fair and square 
next morning, that will be an added 
advantage. 


Stock Exchange Compensation 
Fund 


On March 25, the beginning of the 
Stock Exchange year, there came into 
being a scheme the preparation of 
which has occupied a section of the 
management on and off for some 
eighteen years. A Compensation Fund 
has been sct up to compensate clients 
who have lost money through the 
failure of a member of the Exchange 
to meet his commitments. An absolute 
guarantee of payment is not given, but 
it is clearly the intention that no client 
who has not been grossly negligent 
shall lose money through dealing 
direct with a London broker, unless 
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he has been engaged in business which 
would be liable to attract censure 
from the Council if conducted by a 
member. The scheme follows closely 
the one successfully operated by the 
Law Society. 

Initial contributions are to be on 
the very modest scale of two guineas 
per annum for each member. -There 
may be some surprise at the statement 
that this scheme would have covered 
the whole of the losses sustained by the 
public in the 17 years from 1923 to 
1939. It is true that this calculation 
excludes losses arising out of the 
Hatry crash; these were covered by a 
private arrangement between members, 
without loss to the public. To cover 
a possibility of heavy claims in the 
early years of the scheme the Council, 
at whose sole discretion payments 
will be made, is prepared to consider 
making a suitable advance to the 
fund. 

The scheme has met with the 
instant and widespread approval of 
most members of the Exchange, their 
sole criticism being that it should have 
been instituted ten years ago. On the 
eve of the war a scheme was indeed 
proposed, but it was based on payments 
by the company which then owned 
and operated the Exchange, and it 
came to grief because there was no 
power to dissipate the shareholders’ 
money. 

The new Compensation Fund will 
help to raise the status of the London 
Stock Exchange and will be a strong 
support to an application for a Charter, 
should that ever be made. 

It is evident that the other Stock 
Exchanges cannot ignore this action 
by the London Exchange. Already 
an announcement has been made by 
the Provincial Brokers’ Stock Exchange 
about a plan to be submitted to 
members in April. This scheme would 
provide for a fund of £50,000, to be 
covered in the first place by a leading 
insurance company in Scotland. The 
figure of £50,000 is estimated to 
suffice to cover the public against any 
loss resulting from the dishonesty of a 
member or his servant in the exercise 
of his business as a stock and share 
broker. 


Accountant M.P.s 


Six members of the accountancy pro- 
fession were returned to the new 


House of Commons at the General 
Election. They are: Mr, John 
Diamond, F.c.a., senior partner of 
John Diamond and Co., Chartered 
Accountants, of London, Labour Mem- 
ber for the Blackley division of Man- 
chester; Commander T. D. Galbraith, 
C.A., senior partner of Walter and 
W. B. Galbraith, Chartered Account- 
ants, of Glasgow, Conservative Mem- 
ber for the Pollok division of Glasgow; 
Sir J. Stanley Holmes, F.c.a., senior 
partner, Stanley Holmes and Co., 
Chartered Accountants, of London 
and Bristol, National Liberal Member 
for Harwich; Mr. Roland Jennings, 
F.C.A., senior partner of Roland 
Jennings and Co., Chartered Ac- 
countants, of London and Sunderland, 
Conservative and Liberal Member for 
the Hallam division of Sheffield; Mr. 
A. E. Marples, aA.s.A.A., managing 
director of a firm of civil engineering 
contractors, Conservative Member for 
Wallasey; Mr. G. P. Stevens, F.c.a., 
partner of Pannell, Crewdson and 
Hardy, Chartered Accountants, of 
London, Conservative Member for the 
Langstone division of Portsmouth. All 
but Mr. Stevens were Members of the 
old House of Commons. 


Revenue Business in the High 
Court 


By an Order dated February 11, 1950, 
made under Section 57 of the Supreme 
Court of Judicature (Consolidation) 
Act, 1925, the Lord Chancellor, with 
the concurrence of the Lord Chief 
Justice, has directed that on and after 
March 11, 1950, all matters which 
have heretofore been heard by way of 
petition or case stated on the Revenue 
side of the King’s Bench Division 
shall be heard before a judge of the 
Chancery Division. The change is 
not, however, to affect the procedure 
with regard to these cases; it is 
apparently intended to relieve the 
pressure of work in the King’s Bench 
Division. It remains to be seen 
whether the practice of many years 
whereby Revenue cases have come 
before a judge specially selected for 
this duty will be continued. As to 
this, however acute and able a lawyer 
a judge may be, there is no question 
but that experience adds greatly to 
judicial value and that this is particu- 
larly so with taxation problems. A 
famous Scottish judge declared that 


“ equity and income tax ai: strangers,” 
He could scarcely have foreseen , 
change whereby the rules of Equity 
and income tax law would both be 
administered by Chancery judges. The 
new arrangement should result in 
consistency which has not alway 
been in evidence. 


The Society’s Annual Meeting 


Mr. A. Stuart Allen, F.s.a.4., Presiden; a 
of the Society of Incorporated Ac. on 
countants, will take the chair at the a 

oul 


annual general meeting of the Society 
at 2.30 p.m. on Wednesday, May ay. 
The meeting will again be held in the 
Hall of the Chartered Auctioneer: 
and Estate Agents’ Institute, 29, Lin. 
coln’s Inn Fields, London, W.C.2 
by kind permission of the Council 
of that Institute. It is hoped that 
there will be a large attendance of 
members. 

This meeting will be followed a 
3.30 p.m. by the annual meeting of 
subscribers and donors to the Incor- 
porated Accountants’ Benevolent Fund, 
under the chairmanship of Sir Thomas 
Keens, D.L., F.S.A.A., President of the 
Fund. 


Income Tax and Family 
Allowances 
During the war years tax change 
worked to the advantage of families 


pdvise 1 
of the fe 
or the 

Huction 


with children relatively to  thosefii 
without. But since the war thescfibaz.,, r. 
changes have reacted in favour oft seem: 


childless families, except in the higher 
income groups. This is the mail 
conclusion of a paper by Mr. H. Sm 
Booker, “Income Tax and Famil 
Allowances in Britain,” published 
the current issue of Population Studies. 

Between 1938 and 1945 changes it 
income tax—in both the rates of tat 
and the children’s allowances—in effed 
provided substantial “family allow: 
ances.” These “ family allowances’ 
were at a maximum when the eared 
income was from £350 to £500 a yeal 
Since 1945 these extra allowances for 
families with children have been slightly 
increased, through further tax changay? 
when the earned income exceeds abot 
£800 a year, but when it is below thd 
figure they have been greatly reduce 
In the typical income groups of £30 
to £500 a year, this reduction lf 
roughly neutralised the benefits 1 
the cash family allowances of i 
Family Allowances Act of 1946. 
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ome salient figures : 
Effective Income Tax Allowances for 
Children 
(Income ll earned by the father) 
To nearest £) 


1938 1945 1949 
Income £300 
First child 5 16 II 
Second child — 16 — 
Third child —- 10 — 
Fourth child — — — 
Income £500 
First child 17 25 18 
Second child 10 25 8 
Third child 5 24 17 
Fourth child 3 16 6 
come £1000 
First child 17 25 27 
Second child 17 25 27 
Third child 17 25 27 
Fourth child 17 25 27 
ensus of Production—Forms and 
Instructions 
advisory committee has been 


pppointed by the Board of Trade to 
pdvise the Board on the preparation 
pf the forms and instructions necessary 
or the taking of the Census of Pro- 
Huction this year. 

The chairman of the committee is 
fr. J. Stafford. Only one of the 
righteen members, Mr. W. E. Parker, 
BE., F.C.A., is a qualified accountant. 
t seems unsatisfactory that a com- 
ittee of this kind should not have 
ore representatives of the account- 


wecy profession, for the completion 
if the census forms must primarily 


lepend upon accounting information. 
Hhe secretary of the committee is 
t. §. J. C. Aikens, Census of Pro- 
luction Office, Board of Trade, Neville 
ouse, London, S.W.1. 


The 1950 census will cover produc- 
“P™ in the year 1949. 


Design in Business Printing 


correspondent sends us the following 
ote on the exhibition Design in 
pusiness Printing now being held at 
44 House, Petty France, London, 
a. 
If the object of this exhibition is to 
ow that a high standard of quality 
d design exists in British commercial 
ting, then it fails. If, on the other 
and, the desire of the Council of 
ndustrial Design and the British 


The following table, an adaptation 
gf one given by Mr. Booker, shows 


Federation of Master Printers, the 
joint sponsors, is-to stress the need for 
improvement, then the exhibition is 
as surely successful. 

In a small space there are given 
examples, but hardly enough, of 
business printing ranging from ordinary 
visiting cards to double crown posters. 
If in some cases the design is reasonably 
arresting, the printing is often un- 
worthy of a fine British craft. 

That printing is a service industry 
no printer will deny. Many of them 
complain that the advertising agencies 
have stolen their birthrights. Com- 
pare the posters at this exhibition 
with most of the other materials 
shown and the reason is immediately 
obvious why advertising agencies grew 
rapidly between the wars. Design 
in most printing houses is largely 
uninspired and often characterless. 
If the purpose of commercial printing 
is to show the reader at a glance what 
the designer wishes to tell him, then 
the desire falls a long way short of 
the intention. 

Apart from the posters and the well- 
known high quality printing and en- 
lightened design of London Transport and 
the British Overseas Airways Corporation, 
the company printing section of the ex- 
hibition is that which catches the eye, 
if only for its drab mediocrity. 

In recent years some _ industrial 
companies, generally the larger, have 
made efforts to introduce originality 
into their reports and balance sheets. 


_The United States has much to teach 


us in this field. In Britain we are 
slowly moving away from the formal 
report and the bare statement of 
accounts. These were, and often 
still are, printed on inappropriate 
paper in as small a type size as possible 
with the apparent object of telling the 
shareholder, to whom the report is 
largely addressed, as little as possible 
of the company’s position and activities. 
Gradually, annual reports are now 
tending to become more readable 
documents, designed to be compre- 
hensible to the company’s employees 
as well as the shareholders. In some 
cases the introduction of one or more 
colours helps the lay-out and gives 
more scope to the designer. But we 
have a long way to go. The intro- 
duction of colour is useless and defeats 
its object if it is not used with dis- 
crimination and taste. 


In this field His Majesty’s Stationery 
Office could do much to improve the 
present standard. The mammoth re- 
ports of nationalised industries are 
generally well printed, but the design 
and lay-out leaves much to be desired. 
Often a bright cover encloses a mourn- 
ful text. The National Coal Board has 
made a gallant effort in its summarised 
report and accounts, but even these 
would have been improved by a 
more enlightened design. However, that 
much-maligned body has certainly 
taken a step in the right direction, 
on which it should be congratulated. 

The exhibition at Petty France 
closes on April 6. 


National Thanksgiving Fund 


The National Thanksgiving Fund, 
launched during March by the Lord 
Mayor of London, Sir Frederick Row- 
land, will be a nation-wide “‘ Thank 
You” from Britain to the Common- 
wealth and the United States of 
America for the food gifts they have 
been sending since 1940. 

These food gifts have been to the 
value of £80 million. They include 
75 million parcels sent by individuals 
to friends in this country and 130 
million pounds of gifts in bulk dis- 
tributed by the Commonwealth Gift 
Centre. In addition, unrecorded gifts 
were sent by organisations (including 
professional accountancy bodies) to 
their British counterparts. 

The proceeds from the fund will 
be used chiefly to develop a centre 
in London for students from the 
Commonwealth and the United States 
of America. A building for married 
and women students is to be built at 
a cost of £800,000 near London 
House, the existing residential hall 
for men students. Houses near by 
will be reconstructed, at a cost of 
£250,000, for the use of American 
men students. For the upkeep and 
maintenance of these buildings, in- 
cluding London House, £600,000 will 
be set aside. In addition £150,000 
will be earmarked for an oversea 
students’ hall in Angus, Scotland. 

Any bank or post office will accept 
donations towards the fund. They 
may also be sent direct to the Lord 
Mayor of London, The Mansion House, 
London, E.C.4, in an envelope marked 
** National Thanksgiving Fund.” 
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FORMERLY THE INCORPORATED ACCOUNTANTS JOURNAL ESTABLISHED 1889 


The Annual Subscription to AccounTANcy is 17s. 6d., which includes postage to 
all parts of the world. The price of a single copy is 1s. 6d., postage extra. All 


communications to be addressed to the Editor, Incorporated Accountants’ 


Hall, 


Temple Place, Victoria Embankment, London, W.C.2. 


“Admissible Expenditure” 


THE TucKER COMMITTEE DEVOTED 
a session during March to the subject 
of admissible and non-admissible ex- 
penditure in computing profits for 
tax. Introducing the discussion, the 
chairman said that to a certain extent 
the present law on computation of 
profits was that first a profit and loss 
account was drawn up on ordinary 
commercial accounting principles. 
Then one looked to see if there were 
any specific prohibitions in the Acts 
applicable to any deduction; if there 
were not, it was allowable. But who 
could say what were commercial prin- 
ciples ? Some judges had assumed to 
know them as if they were part of 
the common law; some held that they 
were questions for Appeal Commis- 
sioners. ‘These Commissioners, sitting 
all over England, were not usually 
qualified or experienced accountants. 
There was thus no one to say what 
commercial accounting principles were, 
except that one was told that there 
must be charged to revenue only 


expenses properly chargeable to 
revenue, but not capital expenses. 
That left to the inquirer the dis- 


tinction between capital and revenue. 
The committee would not delve too 
far behind the general principle; the 
law in that respect did what everyone 
wanted it to do. 

After hearing a statement that the 
present law was too negative, and 
bound by precedents that had not 
moved with accounting principles, the 
chairman suggested that it would be 
difficult, even if it were possible, to 
draft a new and satisfactory definition 
of profit for tax purposes. In profit- 
sharing schemes the fixing of profit 
was in practice left to the accountant. 
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The committee felt it better to 
leave “‘ commercial principles ” alone 
and see if the prohibitions needed 
amendment or re-definition, so that 
the legislature could add to or sub- 
tract from them from time to time. 

In general, not every expense should 
be allowable; it must be referable to 
the particular trade. It was unfor- 
tunate that one member of the House 
of Lords, not in a considered judg- 
ment, had once said that the expense 
must be “for the purpose of earning 
a profit.” The committee would 
put that right; the expense must be 
for the business; the dictum had been 
too narrowly interpreted. 

Submissions made to the com- 
mittee covered a wide field; the most 
important of them can be set out. 


Any expenditure laid out for the purpose 
of the trade: which did not create an asset 


of tangible value should be regarded as- 


a current expense. 

All expenditure which did not create 
an asset of tangible value, if used up 
in the production or marketing of goods, 
should be charged against the sale proceeds 
of those goods. 

Removal expenses of machinery from 
one position to another on the same site, 
or from site to site, should be allowed— 
no asset was created; the difficulty at 
present was in convincing the Inspector 
that there was no element of improvement. 

Abortive expenditure in connection with 
projected expenditure should be allowed. 

Stamp duties and legal costs on acqui- 
sition of land, buildings and machinery 
were really respectively a tax on a trans- 
action and payment for technical work 
which the trader’s staff could not do, and 
should be allowed. 

The date of commencement of a business 
should be the date of the first expense or 
first revenue. 

Pilot plants were not always allowable 


as research expenditure; the expen 
should be allowed as incurred, 

Repairs and alterations (uot extensions) 
of buildings and machinery should ) 
allowed when incurred. Repairs to second. 
hand buildings and machine:y should } 
allowed; the Law Shipping case was being 
“run to death ” by the Inland Revenue. 

The cost of getting rid of a lease and th 
cost of closing down branches of multiple 
shop concerns should be allowable. The 
present law on dilapidations should } 
modified in the taxpayer’s favour, 

Legal costs in the ordinary course of 
business, including those of tax appeals, 
should be allowed. It was agreed that 
in practice, if an appeal did not go beyond 
the Commissioners, the expense of it was 
normally allowed. Costs of altering par. 
nership deeds and companies’ articks 
should be allowed. 

Subscriptions and donations received 
more attention than they merited; the 
Revenue should be more tolerant. 

There should be allowed, perhaps over 
a period, (i) capital reconstruction «- 
penses, (ii) development charges under the 
Town and Country Planning Act, (iii) ex. 
penses of raising new capital, (iv) expenses 
of new leases, (v) company preliminary 
and pre-trading expenses, (vi) expenses of 
acquiring an existing company. 

All Revenue concessions should bk 
published, perhaps annually. 

Fixed preference dividends should } 
allowed. 

The limit on director-controlled com: 
panies’ directors’ remuneration for profit 
tax should be increased. 

Provision ought to be made for th 
amortisation of foreign leaseholds. 

Premiums on leases, having a period #0 
their life, should be allowable. 

Income tax deducted from annul 
payments should be paid to the Revene 
separately and the expenses allowed i 
computing profits. 

Interesting suggestions were thov 
that the troublesome words of Rub 
3 (a), Cases I and II, Schedule D, 
be extended as shown in italics: 
“Wholly and exclusively laid out 
expended for the purposes or incidenii 
to the carrying on of the trade ”; and 
that in Rule 3 (g) the word “im 
provements ” be replaced by the word 
“* additions or extensions.” 

As a concluding comment, it m4 
be said that there would be few 
disputes about what is allowable ! 
there were not so much straining 4 
the Inland Revenue of the ml 
pretation of words. Cases of dou! 
ought always and in principle to! 
resolved in the taxpayer’s favour. 
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Tenant-right in Farm Accounting 


TeNANT-RIGHT IS THE JUNCTURE AT WHICH THE WORLD OF 
the accountant touches the world of the agricultural valuer. 
The valuer does not always comprehend the viewpoint of 
the accountant, and needs guidance in the presentation 
of facts and findings for accountancy purposes. On the 
other hand, the accountant is not competent to guide the 
valuer unless he knows something of the principles and 
canons of interpretation fundamental to valuation practice. 
The following paragraphs may prove a useful introduction 
to wider reading. 


The definition of tenant-right permits of many variants. 
The form which is important for the accountant conceives 
it as the corpus of all rights which vest in a tenant of an 
agricultural holding immediately prior to the commence- 
ment, or immediately after the determination of the 
tenancy, subject to rights of a similar order in favour of the 
landlord. In this form much tenant-right can be and is 
expressed as a right to claim compensation at the end of the 
tenancy from the landlord, compensation for improvements 
and other matters on which the tenant has incurred 
expenditure during the tenancy. At law the landlord is 
invariably liable to meet an outgoing tenant’s claim, but 


” in practice, where the landlord is re-letting the holding, 
i comm the incoming tenant often meets this. A tenant who does 
- profi not follow another tenant in possession but hires a farm 
from an owner-occupier usually makes an analagous pay- 
for thi ment to the owner as landlord. Incoming tenants are 
ready to make these payments because in turn they will be 
riod ty compensated by the landlord or next incomer at the end of 
del the tenancy. 
event’ = In a set of accounts the payments made by an incoming 
wed iif tenant are reflected in the opening valuation of farming 
assets, and it is here that the accountant first meets tenant- 
thos™ Tight. At the end of the first year, or accounting period, an 
F Rukg tem of what must then be regarded as quasi tenant-right 
ile DJ isincluded among the farming assets. In the final statement 
talics #§ of these assets tenant-right reappears in its true form. 
out of F) . " ° ° 
siden uctuation in the value of quasi tenant-right from year 
:. ani °° Year will have an immediate effect upon trading profits. 
‘« igi here the basis of value and the structure of the quasi 
word “2ant-right remain unaltered a change in total value can 


with clear conscience be allowed to bear upon the trading 
results. But there is danger: consistency of basis and 
structure may not be achieved in the annual valuations. 


ible # Valuers conversant enough with the bases of value which 

ing "jg “ust govern the computation of true tenant-right do not 
ad always appreciate the need for consistency of approach 
oul 


between the valuation of tenant-right payable by an in- 
coming tenant and the valuation of quasi tenant-right at the 
‘nd of the first and all subsequent accounting periods. 


By D. R. DENMAN, s.a., M.sc., PH.D. 


If instructed to make a valuation of a tenant’s assets, 
including the tenant-right element, without any guidance 
from the accountant, the valuer may well base his calcula- 
tions on the value of the quasi tenant-right to the sitting 
tenant. The original valuation may have been made on the 
basis of value to “‘ an incoming tenant.” The bases are 
not the same, and inconsistency results with unfortunate 
consequences in the accounts. An example may clarify this. 


The tenant of an average type of agricultural holding 
has extended a cowshed at a cost of £600. It is estimated 
that this improvement has increased the net annual value 
of the farm by £50. The extension has been well carried 
out in brick, concrete and asbestos. On quitting the 
holding the tenant submits the following claim to the 
landlord under the Agricultural Holdings Act, 1948 : 


Value of extension to cowshed to an incoming tenant : 
Increased net rent “e ae ne £50 


Present value of right to receive £1 per annum 
for 99 years (the estimated life of the cowshed) 
allowing interest on capital at 4 per cent. £25 


Value of improvement (£50 X 25) £1,250 

The landlord relets the holding on the understanding 
that the incoming tenant pays the outgoer’s claim. The 
incomer agrees and a sum of £1,250 is entered in the books 
as an item among the opening assets. The new tenant 
installs milking bails and parlours and within twelve 
months the cowsheds are being used as hay stores. A 
valuer is instructed at the end of the first accounting period 
(assume a year) to value the extension to the cowshed. He 
accepts the viewpoint of the sitting tenant and advises a 
figure of £500 as the value of what he conceives to be useful 
storage accommodation. A difference of £750 divides the 
original value and the new figure. Both valuations are 
correct. One reflects the value of the extension to an 
average type of incoming tenant, and the other the value 
of the same thing to the particular sitting tenant. Dis- 
crepancies of this nature would be avoided if valuers 
making valuations of assets for accountancy purposes were 
instructed to value the tenant’s tenant-right and not par- 
ticular improvements and other matters, and if care were 
taken to emphasise the: need for similarity of valuation 
bases between opening and closing valuations. 

The above example illustrates the dangers attending the 
acceptance of the “ costs” figure for accounting purposes. 
Valuers are not consulted in every case. Instead of a true 
value the cost of executing an improvement is carried into 
the accounts. At the end of the tenancy glaring con- 
tradictions appear between the value of the improvement 
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‘**in the books ” and the same conception on the valuer’s 
award. When the valuer prepares an outgoing claim he is 
bound to comply with statute law. The bases of value are 
prescribed for him, and he is not likely to be able to justify 
a costs basis. There is more liberty in respect of improve- 
ments executed before 1948, but in respect of those com- 
pleted after that date the valuer’s approach is rigidly 
determined—he cannot reconcile a “ costs” basis with a 
valid claim for tenant-right. Ifa tenant in similar circum- 
stances to the one envisaged in the example had made the 
extension during the tenancy and the figure of £600 had 
been taken into the accounts and subjected each year to the 
usual written-down principle, at the end of the farming 
enterprise there would in all probability be a gap of many 
hundreds of pounds between the “ book” value and the 
claim prepared under statute law against the landlord. 

While identity of bases is important between valuations 
of farming assets at the end of succeeding accounting 
periods, congruence is not necessary between the valuation 
of the several improvements comprising tenant-right at any 
one stage. Indeed under current statute law a valuer is 
required to value all improvements executed after March 1, 
1948, on the basis of their contribution to the capital value 
of the holding, having regard to the character and situation 
of the holding and the requirements of tenants reasonably 
skilled in husbandry. Valuations of improvements executed 
before that date will as a general rule be made on the basis 
of the value to an incoming tenant. It is certain, therefore, 
that valuation awards will be appearing in which one set 
of improvements are valued on one basis and another set 
on a different basis. It should be clear on the face of the 
award which basis the valuer has adopted. If the difference 
is obviously due to the outworking of the recent statute 
law there will be no need for elucidation ; care must be 
taken to see that each improvement through the years or 
accounting periods continues to be valued upon its original 
valuation basis, Differences of bases, apart from the out- 
working of the new law, are not usual and where they 
occur in valuation awards it would be wise to inquire the 
reason. 

Identity of structure between the ingoing and outgoing 
tenant-right is expressed in the fundamental maxim “‘as a 
man enters, so shall he quit.” Valuers concerned with the 
quasi tenant-right of the intermediate years for the most 
part read this maxim into their findings and the con- 
tinuity so necessary for sound accounting is achieved. 
But exceptions occur. The original valuation award should 
underlie all subsequent valuations and instructions given 
by an accountant to a valuer in respect of annual valua- 
tions of quasi tenant-right should always make express 
reference to it. 

Despite all care there are two occasions when from the 
very nature of the case discontinuity of structure is un- 
avoidable ; one an occasion which recent legislation 
provides, the other that which arises when quasi tenant- 
right is extended beyond its norm by additional investment 
of tenant’s capital. 

The Agricultural Holdings Act, 1948, prescribes a 
schedule of items which, inter alia, become statutory tenant- 
right. Tenants whose tenancies are created on or after 
March 1, 1948, must present all claims for tenant-right in 


116 


respect of these items as claims for statutory tenanteright 
that is to say, they cannot claim for them under the pr 
visions of their tenancy agreements, valuation awards 
local custom as they would have been able to do but for the 
statute. But where the tenancy was created before March | 
1948, the tenant has a right of election. His tenant-right a 
the end of the tenancy, may be presented in respect of the 
scheduled items above referred to, as though the Agricul. 
tural Holdings Act, 1948, had not been passed, or he may 
elect that the Act should operate. The statutory tenan;. 
right may well be different in structure from that otherwig 
claimable. In that event where a tenant exercises his right 
of election, the tenant-right in the final valuation of farming 


assets will differ from the structure of the quasi tenant-right 


appearing in the “ books,” despite a carefully maintained 
continuity in the matter from the valuation and presenta. 
tion on entry. Obviously a tenant would not elect to “ go 
out” under the Act unless the claim for tenant-right would 
be enhanced thereby. Election will, therefore, invariably 
mean an increase in the final valuation over the figure 
entered as quasi tenant-right in the opening valuation of the 
last year or accounting period. 


The other occasion for discontinuity of structure is more 
obvious. A tenant invests capital by undertaking one or 
another of the scheduled improvements, or by doing some 
act which gives him a claim for tenant-right at the end of the 
tenancy. In other words a new item is added to the quasi 
tenant-right. The difference between the structure of the 
new and old quasi tenant-right cannot be avoided and 
indeed gives no cause to desire avoidance provided the 
new item is valued in accordance with sound tenant-right 
principles. There is a real temptation for the accountant to 
record the tenant’s action in the accounts as an investment of 
so much cash expended in creating the particular asset; 
that is to say, to record it on a “ costs ” basis. The danger 
of this has been indicated above. It can be avoided by 
proper instructions to a qualified valuer. 


Even when that professional step has been taken the valuer 
is confronted by difficulties which diligent and wise account 
ing could have avoided. So often the books of a farming 
tenant fail to give the valuer the information he require. 
Cultivations and acts of husbandry, for example, need to be 
recorded in detail ; not in detail of costs but in detailed 
performance. The valuer is little helped by the intricate 
labours of full cost accounting, but he is positively hindered 
where no evidence has been kept of the cultivations 
sowings and other operations to which the several e 
closures or field-units have been subject. Again, where the 
accounts do not distinguish between labour and material 
expended on contractual repair liabilities, and labour 
and materials expended on new improvements, the valuet 
is denied information which may enable him to turn 4 
claim for tenant-right or a counterclaim for dilapidations 
in his client’s favour. The whole question of evidence ™ 
accounts is so crucial for the valuer and the conscientious 
accountant that the closest co-operation between the two 
is essential. The valuer must be prepared to tell the 
accountant what evidence he will require and the account 
ant must be willing to adjust his accounting system to meet 
the requirements of the valuer, 
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Points in Practice 


IMLATED COSTS HAVE MADE IT NECESSARY 
for working capital to be much increased. 
At the same time high taxation has pre- 
vented businesses from retaining enough 
profits to provide this additional working 
apital themselves. The problem is aggra- 
Fyated by the accumulation of obsolete 
and worn and torn plant and, frequently, 
the need to extend premises. Thus many 
concerns are now seeking ways and means 
of obtaining fresh finance. Generally it is 
simpler to arrange finance for a limited 
company than for a sole trader or partner- 
ship, whose available security is restricted 
tocharges on freehold or leasehold premises, 
or to the normal type of hire-purchase 
agreement on newly acquired plant and 
motor vehicles, or to personal guarantees 
by the owners of the business. In these 
notes only the limited liability company is 
considered. 


Type of Capital Required 


Before considering the possible sources 
of additional capital, the concern must 
decide, in conjunction with its financial 
advisers : 
(a) the amount needed; 
()) whether it is required for a long or 
short period. 


The amount of new capital required is 
assessed on the requirements for (i) new 
buildings or extensions; (ii) new plant and 
machinery; and (iii) additional working 
capital. 

The answer to the question whether the 
additional capital should be long-term or 
short-term will be decided mainly by the 
amount of finance required and the re- 
lationship of this figure to the present 
capital and to the annual profits of the 
company. On these facts it will be possible 
to decide whether the capital should be on 
loan or whether it should be provided as 
Permanent capital, in respect of which 
shares will be issued. 

If the amount involved is comparatively 
small in relation to the total capital of 
the business, and even if a larger figure 
but one which can be reasonably repaid 
out of profits over a comparatively short 
Period, it will usually be best to accept 
the money on loan. Sometimes when it 
may be considered undesirable to obtain 
the money by means of an issue of prefer- 
tnce shares, past results may be such that 
the lender may insist on advancing the 
money as a secured loan. On the other 
hand, if the money is required permanently 


FRESH CAPITAL FOR INDUSTRY 


in the business, provided the profits give 
a reasonable cover for the dividends payable 
thereon, it may well be obtained by the 
issue of preference, and, in certain cases, 
ordinary shares. 

It will be necessary to bear in mind as 
an over-riding consideration the pro- 
portion of loan capital to the total capital 
employed in the business, and the relation- 
ship of preference to ordinary share capital. 


Source of New Capital 


1. The obvious first source of new money 
is the existing owner, existing “shareholders, 
their friends and business associates. 

2. The company’s bankers may provide 
finance of a short-term nature and the borrower 
must be able to give reasonable security and 
to make some proposals for repayment. In 
many cases, however, finance is originally 
obtained from the company’s bankers for a 
short term, but changed circumstances con- 
siderably extend the period. 


3. Finance houses supply credit on hire- 
purchase agreement terms. This type of 
finance is usually restricted to new plant and 
motor vehicles and the period of credit is 
generally of comparatively short duration. 

4. The Industrial and Commercial Finance 
Corporation, Ltd., provides finance for business 
on a permanent or semi-permanent basis, and 
takes as security debentures or shares in the 
company. The last published accounts of this 
corporation disclosed that they had advanced 
almost £13 million, spread over practically 
the whole range of industry. The corporation 
undoubtedly fills a gap in the financial struc- 
ture. It will provide finance which cannot be 
granted by the banks to companies whose 
requirements, size, or past records could not 
support an application to the public. With 
facilities for advancing between £5,000 and 
£200,000 to individual concerns, it assists 
small and medium-sized businesses which, in 
the past, have experienced difficulty in obtain- 
ing finance through normal channels. (See 
the article, “Finance for Industry” in 
Accountancy, February, 1949, pages 35-36.) 

5. There are several other finance com- 
panies which are prepared ‘to advance money 
on somewhat similar terms to the Industrial 
and Commercial Finance Corporation; but 
they generally have in mind the issue of shares 
to the public at a future date. 


6. In 1945 the Finance Corporation for 
Industry, Ltd., was established to provide 
finance in larger amounts than those supplied 
by the Industrial and Commercial Finance 
Corporation. The Finance Corporation for 
Industry was “ designed to operate where the 
circumstances make normal banking accommo- 
dation inappropriate, where through some 
temporary cause a market issue cannot be 
made, or where the amount required, or the 
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extent and character of the necessary enquiries 
put the operation for a time outside the scope 
of the normal capital issue channels.” 

7. Finally, the general public may be 
approached. This means of obtaining finance 
is restricted to public companies and satis- 
factory trading results for a period of ten years 
must be available, with many other essential 
details for inclusion in the published prospectus. 
Borrowing Powers 
If the additional funds are obtained by 
way of loan it is first essential to satisfy 
oneself that the company has the necessary 
borrowing powers. Trading companies 
have an implied power to borrow if borrow- 
ing is necessary for the conduct of the 
business and to pledge their assets as 
security, even if no power is taken in the 
Memorandum of Association. Generally 
the Memorandum of Association gives the 
company powers to borrow and frequently 
the Memorandum or Articles of Association 
limit the extent of the borrowing (usually 
to the amount of the issued capital) and if 
any increase in the amount is required 
the sanction of the shareholders is necessary. 

If the company is a public one and a 
Stock Exchange quotation is required for 
the shares, the Articles of Association must 
fix a reasonable limit to the company’s 
borrowing powers. 

A limitation which is now enforced by 
governmental regulation is that all borrow- 
ing, or in fact any capital required by a 
company when in excess of £50,000 in any 
one year, must be sanctioned by the 
Capital Issues Committee oi the Treasury. 


Security for Loans 


The types of security given for money 
borrowed may be summarised as follows : 


(a) A mortgage or charge on a specific 
leasehold 


asset, usually freehold or 
premises. 
(6) A debenture. (i) This may be secured 


by a fixed charge on certain assets as in 
the case of a mortgage. (ii) The security 
is now often extended to cover the 
whole of the property of the company 
present and future and including un- 
called capital, when it is known as a 
floating charge. 

The relationship of the advance to the 
security offered is an essential factor in 
fixing the rate of interest charged. Natur- 
ally, the greater the security, both as to 
capital and income, the lower the rate of 
interest. 

Types of Shares 

The best-known types of shares issued 
for cash subscribed as capital in a company 
are preference and ordinary, but there are 
some variations in the types of preference 
shares which may be issued to meet certain 
conditions. 

As the name implies, preference shares 
receive preferential treatment in certain 
respects. They may have preferential 
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rights of dividend. Arrears of dividend are 
considered to be cumulative unless the 
Articles specify to the contrary. Such 
shares are known as cumulative preference 
shares. Those not entitled to have arrears 
accumulated in this way are non-cumula- 
tive preference shares. 

Preference shares frequently entitle the 
holders to priority of repayment of capital 
and, if cumulative, to arrears of dividend 
also on the liquidation of the company. 
This right cannot be assumed and must be 
specifically provided in the Articles of 
Association. Participating preference shares 
give the holders a right to a further share 
in the dividends voted by a company after 
they have had their preferential dividend 
and the ordinary shareholders have re- 
ceived a stated dividend. Redeemable 
preference shares were first introduced by 
the Companies Act, 1929. These shares 
may be redeemed by the company if so 
authorised by its Articles of Association, 
provided : 

(a) The redemption fund is provided out 
of accumulated profits available for 
dividend or by the proceeds of a new 
issue. 


(6) If repaid at a premium this premium 
must be provided from profits or from 
premiums paid on shares issued by the 
company. 

(ce) They are fully paid. 

The redemption fund when provided 
from past profits must be transferred to a 
capital redemption reserve fund which 
must be retained in lieu of the share capital 
redeemed to avoid any reduction in the 
capital of the company. This capital 
redemption reserve fund may be utilised 
for the purpose of granting a bonus share 
issue to the company’s shareholders. New 
shares to the value of the nominal value of 
redeemed preference shares may be issued 
without creating any further liability to 
stamp duty. In fact, the new shares may be 
issued prior to the redemption of the old 
ones provided the period does not exceed 
one month. — 


Information Required 


The information which it will be neces- 
sary to supply to a finance house when 
making application for this additional 
finance is very similar to that required when 


Notes from Across the Atlantic 


By CECIL A. ELLIS, a.s.a.a., c.a. (Canada) 


Depreciation Policy in Canada 


WE 1n CANADA HAVE JUST HAD A FLURRY 
of excitement in our accounting world. 
A radical change has been made in our 
depreciation policy, and it has provoked 
strong opposition from many directions. 

Recently our Minister of Finance, the 
Honourable D. C. Abbott, introduced in 
the House of Commons at Ottawa pro- 
posals that for purposes of income tax 
depreciation allowances should be calcu- 
lated only by the “ diminishing balance ” 
method. In spite of the fact that neither 
Mr. Abbott nor the members of the House 
appeared to have precise details of the 
proposals, a lengthy discussion ensued, 
after which the farming and fishing indus- 
tries were granted exemption from the 
regulations, which became enacted for 
other industries. Industrialists who are 
concerned have since been busily assessing 
the effects of the new regulations upon their 
financial interests. 

Meanwhile, the regulations as enacted 
have evoked an opposition which appears 
to be gaining momentum daily. The 
February issue of The Canadian Chartered 
Accountant contains a striking article by 
Kenneth F. Byrd, M.A., A.c.A., Professor of 
Accounting at McGill University, Montreal, 
entitled ““A Long Step Backwards.” In 
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deploring Canada’s decision to replace the 
“straight line” method of depreciation 
with the “ diminishing balance ” method, 
Professor Byrd warns that the latter will 
prove to be “a wolf in sheep’s clothing,” 
and asks that heed be given to the experience 
of those who have fouad it unsatisfactory 
as a sole basis for calculating depreciation 
allowances. 

Professor Byrd’s criticism of the regula- 
tions is strongly echoed by a letter addressed 
to the Minister of Finance by Mr. J. R. M. 
Wilson on behalf of the Accounting and 
Auditing Research Committee of the 
Dominion Association of Chartered Accoun- 
tants and reproduced in the same issue of 
The Canadian Chartered Accountant. Mr. 
Wilson’s letter, which is endorsed editorially 
in the same issue of that journal, points 
specifically to some accounting impractic- 
abilities of the new regulations. It shows, 
among other things, that the regulations 
could require assets to be recorded in books 
of account even after they have disappeared 
in a physical sense: this is particularly so 
because unexpired depreciation would 
remain to be claimed upon them. After 
conceding that the regulations were doubt- 
less enacted in good faith, Mr. Wilson’s 
letter calls for their immediate repeal. 

Such strong representations from highly 


compiling a prospectus and may b 
summarised as follows : 


1. Details of the type, nature and history of 
the business, together with any furthe 
particulars considered of inicrest, 


2. Copies of the last audited accouny 
together with a summary of profits for 
a period of ten years, disclosing the 
turnover, gross profit and net profit Prior 
to taxation and directors’ remuneration, 
A statement should be given on the 
directors’ remuneration charged in the 
accounts and the services which haye 
been rendered. 


3. If the values at which the fixed assets ar 
included in the balance sheet are con. 
siderably below current figures, a pro- 
fessional valuation would strengthen the 
application. 


4- Particulars of the new finance required 
and details of how it will be employed 
in the business. 


The contents of this memorandum wil 
produce the first impressions on the 
proposed transaction and the accountant 
preparing it should give all relevant 
information in the clearest possible manner, 


responsible sources will be hard to ignore; 
and it is to be expected that they wil 
receive the serious consideration that they 
deserve. All professional accountants here, 
and most business men, are watching the 
outcome with considerable interest. 

In the United Kingdom you are allowed 
to choose between the “ straight line ” and 
the “‘ diminishing balance ”’ methods, and 
it would not be surprising if within a short 
time your good example is followed out 
here. In all walks of life we “live and 
learn,” and no face should be lost by frank 
recognition, even in high places, of difi- 
culties that were not fully appreciated a 
the time when the new depreciation policies 
were introduced to the legislature. 


Inventory Accounting and Taxation 


In its issue for February, 1950, thi 
excellent journal The Journal of Accountany 
contains an interesting article by the good 
friend of all accountants, Maurice Peloube 
c.P.A., who in the North American cont 
nent is often described as “ the Father 0 
L.LF.O.” The subject of Mr. Peloubel! 
article is a most interesting book wmittel 
by Professor J. Keith Butters, who * 
Assistant Professor of Business Administ 
tion at Harvard University. — Profesw 
Butters’s book, entitled “Effects of Tax 


. ~ os ng 
tion: Inventory Accounting and Policies, 
wees 


* Published by the Division of Researth 
Graduate School of Business Administrate 
Harvard University, Boston, Mass., 
Price $3.75. 
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jals with a subject which grows in im- 
ortance with every passing year. This book 
1, be recommended to all far-seeing 
vcountants who can visualise the day, 
chaps not so distant, when the liberal 
policies of the United States in regard to 


rages methods for pricing and valuing inventories 
ng the vill spread to the United Kingdom and 
it prior Mother progressive countries. 


on the International Conferences 
in the fiir, Canadian Chartered Accountant, in its 
h have nquary, 1950, issue, reproduces two 
interesting addresses delivered at the Pan 
sets are MAmerican Conference on Accounting, held 
 con- MB during May, 1949, at Puerto Rico. One 
yas by the Secretary of the Dominion 
Asociation, Clem L. King, c.a., the other 
by Mr. J. R. M. Wilson, F.c.a., of Toronto. 
oth speakers pointed aptly to the ever- 
growing importance of foreign languages to 
those who seek success in the profession of 
xcountancy. As Mr. King stated, we in 
Canada start with two official tongues, 
English and French; as Mr. Wilson pointed 
out, the need is growing for some standard 
basis of international terminology for ac- 
countants, and he referred to the needs of 
English and Spanish speaking accountants 

for a workable basis of terminology. 
Because basic principles of accountancy 


snore; Mapply universally, even if they may be 
y will Mi variable in their practical application, it 
a follows that an ability to speak and under- 
s here, 
ig the 
lowed 


stand foreign languages becomes a necessity 
for those accountants who desire to give 
their best to their profession, and to reap 
the highest rewards. To that end, inter- 
national conferences such as that held in 
Puerto Rico, and the impetus which they 
bring to closer international association, 
contribute much to the good of all con- 
cerned. 


A Generous Suggestion 


Mr. Leslie N. Buzzell, c.a., of Montreal, 
is well known here for his public spirit: and 
an address of his reproduced in the February 
issue of The Canadian Chartered Accountant 
expresses what we are accustomed to hear 
from him. In drawing attention to “ the 
expanding responsibilities of the public 
accountant ’’—the title of his address—Mr. 
Buzzell made some remarks that especially 
merit consideration. Commenting upon the 
accountancy profession in Canada, he 
suggests that it is in the interests of all 
accountants that any legislation does not 
set up artificial barriers restricting the 
practice of men and women to any particu- 
lar area. He suggests further “‘ that such 
legislation (if any) that is passed should 
allow any qualified accountant in Canada 
to practise anywhere in the Dominion, and 
also permit qualified non-Canadians who 
come to reside here to be licensed on some 
reasonable and practical basis which will 
not require further long terms of service, 


nor the passing of examinations by those 
who have already proved their ability in 
some other country.” 

It is agreeable to read such generous 
views; let us hope they will be echoed time 
and time again in many places, so that both 
the scope for service and the supply of 
service may expand outside restricted 
boundaries. Well-planned reciprocity that 
respects all ethical and other standards 
necessary to the well-being of our pro- 
fession is always likely to benefit the parties 
that subscribe to it, providing, of course, 
that the other fellows do their necessary 
part to make the reciprocity a reality. 


Alexander Garrett 


These “‘ Notes” cannot be closed without 
expressing, on behalf of all Incorporated 
Accountants “from Across the Atlantic,” 
a little touch of regret at the relinquishment 
by Mr. A. A. Garrett of his activities as 
Secretary of the Society. We who have 
been privileged to know him regard him 
as our personal friend. We all recall with 
the greatest pleasure his recent visits to us 
in Canada. We wish him long life, health 
and happiness in his well-earned leisure; 
we shall long remember his kind personality 
and charm. Somehow, we suspect that in 
his leisure Alexander Garrett will be no 
less busy than he has been in the past in 


radiating goodwill and giving helpful. 


service to his fellow beings. 


al Preliminary Profit Statements 


e and I We give below the text of a letter issued by the Chairman of the Council of the London Stock Exchange to the Secretaries of some 


frank 96,500 public companies, together with the specimen form sent with the letter. 


We comment in a Professional Note on page 111 


olicts i Dear Sir, 


In December, 1938, a letter over the signature of the 

ation "2 chairman, Sir Robert Pearson, was sent out to every 
tha fy O™Pany whose securities were quoted at that time on the 
oad Stock Exchange, asking (inter alia) for their co-operation 
. god" giving preliminary figures when announcing final 
Subsequently, during the war, this request 
cont # 4S translated into an Undertaking which boards of 
her d Companies seeking quotation (either for the first time or 
yubel’ HB for further or subsequent issues) are asked to sign as a 


oubet, dividends, 


niet @ Pre-requisite to quotation. 


The response to the letter of 1938 was most gratifying. 
As aresult, however, of the experience that has been gained, 
itis felt that preliminary announcements, which are 
almost as important as final accounts, could in some 
stances be more informative, and now that the Com- 
panies Act, 1948, has been in operation for well over a year 
the time has arrived when certain minimum information 
could be readily given and on a more uniform basis. 


In co-operation with the Institute of Chartered 


Accountants, the Society of Incorporated Accountants 
and Auditors and the Chartered Institute of Secretaries, 
a specimen form of preliminary announcement has now 
been drawn up for the use of companies announcing 
their profits to their shareholders, the public and the 
Stock Exchange. . 

The specimen form overleaf should be regarded only 
as a specimen and may obviously have to be modified to 
fit the circumstances of any given case. I should therefore 


be grateful if you would submit this letter and the specimen 


with at once. 


announcement for the consideration of your board ; 
and if there is any point which you wish to raise either 
now or at any future time, please communicate with the 
Secretary of the Share and Loan Department, 26, Austin 
Friars, London, E.C.2, telephone London Wall 6811, 
either directly or thhough the medium of your Broker or 
other professional adviser and the matter will be dealt 
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In addition to the normal preliminary announcements 
of profits and dividends, questfons sometimes arise with 
regard to the timing and method of communicating to 
shareholders and the public, offers to purchase the under- 
taking of a company or to purchase the shareholdings 
therein. Again in some cases it unfortunately happens 
that a company is compelled to reduce or pass its dividend 
and it is most desirable that as full details as possible, 
and the reasons dictating the step, should accompany the 
announcement. 

The Share and Loan Department is available at all 
times to help and advise, in the strictest confidence, upon 
matters of this kind. 

The timing of board meetings at which any of the 
matters dealt with in this letter are to be considered is, of 
course, a matter for the convenience and judgment of 
individual boards. There is, however, much to be said 
for the practice of taking important decisions after the 
close of the Stock Exchanges, when the information, in 
addition to being communicated to the Stock Exchanges 
concerned, can also be disseminated through the Press 
Agencies so that interested parties all over the country 
may receive the news at the same time in the morning 
newspapers. This is of special importance where a com- 
pany’s securities are quoted not only in London but also 
in one or more provincial centres. 

Yours faithfully, 
JOHN B, BRAITHWAITE, 
Chairman. 


March, 1950. 


Preliminary Announcements 


Requirements of the Share and Loan Department of 
The Stock Exchange, London. 

I. It is requested that in the absence of any special circum- 
stances the following minimum information should be included 
when a preliminary announcement in respect of any year (or 
accounting period) is made in relation to: 

I. A HOLDING coMPANY (within the meaning of the Companies 

Act, 1948). 

(a2) Group profit (or loss) of the year after all charges 
including taxation. 

(6) United Kingdom taxation charged in arriving at (a). 

(c) Amount of (a) attributable to members of Holding 
Company, i.e., after deduction of outside interests. 

(d) If material, extent to which (a) has been affected by 
special credits (including transfers from reserves) 
and/or debits. 

(e) Rates of dividend(s) of Holding Company paid 
and proposed and net amount absorbed thereby. 

(f) Comparative figures of (a) to (e) inclusive for the 
preceding year. 

(g) Any supplementary information which in the 
opinion of the directors is necessary for a reasonable 
appreciation of the results of the year or of other 
material changes in the aggregate of the balances on 
profit and loss account and other reserves of the 
group. 


Note.—Where in the opinion of the directors of a Holding 
Company the amounts involved in respect of one or More 
subsidiary companies are insignificant, they need not be included 
in a preliminary announcement, and where the directors are of 
such an opinion in respect of each of the subsidiary companies, 
the information contained in a preliminary announcement may 
be restricted to that requested in 2 below. 


2. A COMPANY WHICH IS NOT A HOLDING COMPANY, 


(a2) Profit (or loss) of the year after all charges including 
taxation. 
(6) United Kingdom taxation charged in arriving at (a), 


(c) If material, extent to which (a) has been affected 
by special credits (including transfers from reserves) 
and/or debits. 

(d) Rates of dividend(s) paid and proposed and net 
amount absorbed thereby. 

(e) Comparative figures of (a) to (d) inclusive for the 
preceding year. 

(f) Any supplementary information which in the opinion 
of the directors is necessary for a reasonable apprecia- 
tion of the results of the year or of other material 
changes in the aggregate of the balance on profit 
and loss account and other reserves. 

II. The Share and Loan Department will continue to welcome 
preliminary announcements which contain information additional 
to that set out above. 


Agent’s Commission 
Sale ‘* Subject to Survey ”’ 


IT Is NOW FIRMLY SETTLED THAT AN AGREEMENT TO PURCHASE 
** subject to contract ” does not constitute any agreement in the 
eyes of the law, even if each party has signed the contract. Until 
the respective documents have been exchanged there is no con- 
tract, and each party accordingly is entitled to back out without 
incurring any liability. The position of an agent who has agreed 
for a commission to introduce a purchaser able and willing to 
purchase is likewise affected in such circumstances, The Court of 
Appeal in Graham & Scott (Southgate), Ltd. v. Oxlade has expressed 
the opinion that where the agreement is “‘ subject to contract,” 
the prospective purchaser cannot be regarded as a person 
* willing ” to purchase—not, at any rate, if the qualification 
“ subject to contract ” has been introduced into the negotiation 
by the purchaser. It might well be otherwise where the qualifica- 
tion was introduced by the vendor himself. The decision of Mr. 
Justice Lewis to the contrary in Giddy & Giddy v. Horsfall (194), 
63 T.L.R. 160) cannot be regarded any longer as an authority. 

In Graham & Scott (Southgate), Ltd. v. Oxlade a further qualifice 
tion had been introduced by the prospective purchaser, the 
agreement being not only “ subject to contract ” but also “ subject 
to satisfactory survey.” In the view of the Court of Appeal the 
purchaser had thereby constituted herself the arbitrator whethe 
the survey was satisfactory or not, and until she had signified het 
satisfaction it could not be said that the contract was complete 
Accordingly the agents were not entitled to any commission, sinc 
they had not discharged the onus on them to introduce a perso 
willing to purchase. For this purpose the person introduced must 
make an unqualified offer—or at least express an unqualifi 
intention to make an offer, notwithstanding that such an offer 
until accepted, could be withdrawn. 
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Charles Hewetson Nelson 


We RECORD WITH GREAT REGRET THE DEATH ON MARCH 15 
Mr. C. Hewetson Nelson, senior past-President of the 
Society of Incorporated Accountants. 


Mr. Nelson had the unique distinction of having been a 
nember of the Society for more than half a century and 
, member of its Council for no less than 46 years. He 
pecame an Associate in 1898 and a Fellow in 1900, joining 
the Council in the following year. Unsparing of himself, 
ie worked for the Society without limit. He diligently 
attended committee and other meetings, mostly in London, 
iwolving himself in long journeys from his home in Lan- 
ashire, for year after year. To these meetings, and to the 
other affairs of the Society, he brought a shrewd insight, 
a keen compassion and comradeship, and an unfailing 
pyalty to those around him. Upon his maturing judgments 
and upon his inherent flair for the right course—“ right ” 


the Society came to lean more and more heavily. In 1910 
he became its Vice-President and remained so for three 
years. In 1913 he received the highest honour the Society 
can bestow—and accepted the greatest responsibility it 
can delegate—when he became President. For three years 
he served in the Presidency with a rare distinction and 
charm, combining a passion for work with an infinite 
capacity for enjoyment. He was particularly concerned 
with the younger generation of accountants. This concern, 
and his own scholastic abilities, made him a natural choice 
as an Examiner, which he became in 1913, subsequently 
being elected to the chairmanship of the Board of Examiners. 
He had much to do with shaping the way in which the 
Society's examinations were to evolve in the future. Here, 
asin other parts of his work, he was continually in the van 
of progress, continually urging the modern view. In 1925 
he became chairman of what is perhaps the most important 
of the Council’s committees, the Finance and General 
Purposes Committee, and over the next nineteen years he 
guided its deliberations from the chair. During all this 
time it was C. Hewetson Nelson who was mainly the 
mspiration behind the consolidating process which— 
though not in dissociation from a continuous expansion— 
Was going on in the Society of Incorporated Accountants. 
His business acumen was not his only qualification as the 
main custodian of the Society’s fortunes. Equally, his 
profound sense of character and his instinctive awareness 
of when it was and was not present in others was deployed 
othe advantage of the Society. At the time of the Society’s 
ubilee celebrations in 1935 the extraordinary position he 
occupied among Incorporated Accountants was further 
recognised by his becoming Jubilee Vice-President. 
Charles Hewetson Nelson was born in Wallaséy on 
August 15, 1870. He rapidly became an outstanding 
gure in the business, political and social life of Merseyside. 


Mr. C. Hewetson Nelson 


He commenced public practice in accountancy in Liver- 
pool in 1899, and became senior partner in the firm of 
C. Hewetson Nelson, Robson and Co., Incorporated 
Accountants, of that city. His association with the Liver- 
pool Investment Building Society was a long one : he had 
been appointed a director in 1913, became chairman in 
1932 and president in 1944. He was a member’of the 
Council of the Building Societies Association. Among his 
directorships were those of the United Alkali Co., Ltd., of 
the Provincial Insurance Co., Ltd.—of which he was 
chairman of the Liverpool Board—of the Liverpool Borax 
Co., Ltd. (vice-chairman), and of Lamb Bros., Ltd. He 
was elected a member of the County Borough of Wallasey 
when it was incorporated in 1910, and subsequently 
became an Alderman. He was chairman of the Finance 
Committee of the County Borough from 1915 to 1922, and 
Mayor from 1921 to 1922. He became a magistrate in 
1915. In 1922 he was elected chairman of the governors 
of the Wallasey Grammar School. For many years he 
acted as Examiner in Accountancy to the National Uni- 
versity of Ireland. 


Among Mr. Nelson’s national services were his member- 
ship of the Board of Referees set up under the Finance 
(No. 2) Act, 1915 ; receiverships to which he was appointed 
by the Board of Trade and the Treasury ; and his tenure 
of the office of General Commissioner of Income Tax. 
He gave evidence before a number of Government com- 
mittees, including the Committee on Grants to Local 
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Authorities (1921) ; the Departmental Committee on 
Railway Amalgamations (1920) ; and the Royal Com- 


mission on the Income Tax (1919). 


Mr. Nelson submitted papers before three International 
Congresses of Accountants—those of Amsterdam (1926), 


New York (1929) and London (1933). 


When his health unhappily failed in 1946 Mr. Nelson 
resigned from the Council of the Society of Incorporated 
Accountants, of which his membership had lasted so long. 


Letters to the Editor 


Public Accountability 

Sm,—I am glad to find that in your 
editorial in the March issue of Accoun- 
TANCY you are able to express directly a 
considerable measure of agreement with 
what I wrote in Lloyds Bank Review on the 
subject of public accountability, and to 
put arguments of your own which in many 
respects are coterminous with mine. 

I would doubt whether a body like the 
Monopolies Commission would work, be- 
cause we have to face the fact that there 
must, at the top, be political responsibility 
for the nationalised industries. Moreover, 
the Monopolies Commission has weaknesses 
of its own which would, I think, make it an 
unfortunate pattern to adopt for the super- 
vision of nationalised industries. 

I do not want to argue that particular 
point, however, but to suggest that your 
article seems rather to misinterpret my 
views about the role of the Comptroller 
and Auditor General. You appear to 
suggest that I was contending in Lloyds Bank 
Review that the Comptroller and Auditor 
General should produce the raw material 
for the “ efficiency audits,” which in my 
view (and I think in yours) are needed. I 
sought to show quite the reverse. In the 
article I explained how the Comptroller 
and Auditor General, the Exchequer 
and Audit Department and the Public 
Accounts Committee, were very heavily 
engaged with existing duties, and I con- 
cluded that to risk any impairment of their 
supervision of public expenditure would be 
a serious step. I argued that if a new form 
of Select Committee of both Houses were to 
succeed it would have to be assisted by the 
elucidation of facts in the same way that 
the Comptroller and Auditor General and 
the Exchequer and Audit Department have 
to elucidate facts for the Public Accounts 
Committee, and I concluded that it would 
meed expert assistance on accounting, 
finance and commercial policy. I then 


122 


suggested that this assistance could be built 
up by following the pattern and by calling 
on the experience of existing bodies. This 
does not, however, mean by using these 
bodies. They are overworked, and much 
more than mere audit control is needed. 

I agree with so much of what you have 
written in your article that I should not 
like the impression to be obtained from it 
that my article did not share your broad 
views about the nature of “ efficiency audits.” 

Yours faithfully, 
ROLanpD Birp, 

London, S.W.1. 

March 20, 1950. 


The Student’s Tax Columns 

Str,—I should like to express my appre- 
ciation of the exceedingly interesting series 
of students’ articles on income tax which 
have opened in the March issue. These 
will be of very great help to all students 
of accountancy, to whom this subject is apt 
to seem a maze of anomalies and incon- 
sistencies. The approach from the stand- 
point of first principles will be invaluable, 
and I hope it will be possible to illustrate 
these by reference to some of the more 
difficult problems which arise in practices. 

The question of remittances from abroad 
is one that often presents difficulties. I 
have known a client to pay tax on remit- 
tances of foreign income which was ulti- 
mately avoided by forming a partnership 
in the country from which the income 
originated and retaining the proceeds 
there. The principles on which it is 
decided that such income is assessable 
(under Case V) and in what circumstances 
it escapes tax, other than in the country of 
origin, would be of invaluable assistance 
to students of the subject. 

Another question which often arises is 
the liability to sur-tax of undistributed 


His colleagues did him the unusual honour of elec 
him an Honorary Member of the Society—a distinction of 
which he was justly proud. Since that date he remained 
in poor health and in retirement, but delighted to repay 
his associations over the years with members of the Society 
and his experiences in its service. 
Incorporated Accountants go out to his four daughter 
and to his nephew, Mr. Bertram Nelson, also a Coungij 
member of the Society. 


The condolences of 


profits in subsidiary businesses, For ¢,. 
ample, a limited company (private) with 
two or three directors who own all the 
capital invests a few thousand pounds in g 
trading concern which has been purchased 
for development and ultimate sale fo 
capital appreciation. The business retury 
a steadily increasing profit over a period 
of years and pays tax through its accounts 
in the usual way, but the partners in the 
controlling concern, although all liabk 
to sur-tax, pay nothing because the incom 
is not distributed but retained in th 
subsidiary. 

On the sale of the subsidiary at a hand- 
some profit, would any liability to sur-tax 
arise, not on the capital appreciation but 
on the previous and undistr.s:xed profits 
of the company? And if not, on what 
principle does this example differ from 
other cases in which the income of a com: 
pany is “ deemed to be in the income of the 
members ?” 

I trust that it will be possible, in the 
course of the series, to throw some light 
on such problems, which do present 
difficulties not elucidated in the text 
books. 


Yours faithfully, 
Tyro. 


Acton, W.3. 
March 7, 1950. 


[We appreciate our correspondent’s te 
marks, but do not think we should k 
justified in devoting our students’ pages 10 
suggesting methods of tax avoidance. Al 
article by Mr. E. E. Spicer. printed eb 
where in this issue deals partly with ou 
correspondent’s point regarding refi 
tances. Regarding the sur-tax problem, 
there appears to be little difficulty. I 
the trading company has withheld profit 
unreasonably, they can be apportioned ant 
sub-apportioned, if it is a company © 
which Section 21, Finance Act, 19% 
applies. Little can be said of practical 
value in general terms; everything depend 
on the facts of the case.—Fditor, Av 
COUNTANCY. |] 
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—Congratulations on your new 
fature, “ The Student’s Tax Columns.” 

Many Society students will have been 

tified to see that Accountancy has 
given the lead in catering specifically for 
the man who is not yet qualified. There 
sa great deal of scope for the enlargement 
of the students’ section of AccouNTANCy, 
or example, in a “Questions and 
Answers” feature. 

[ hope that we can look forward to 
yeing many more students’ articles. 
Yours faithfully, 

Aan S. Gorpon. 


London, N.W.11. 
March 6, 1950. 


[As paper supplies and other circum- 
gances permit an enlargement of the 
number of pages in our issues, there arise a 
number of demands upon the extra space. 
But we appreciate that students have a 
daim of high priority.—Editor, Account- 
ANcY.] 


Distribution to Proprietors of Capital 
Profits: Company wound up 


Sir,—In reference to the article on 
page 304 of the November issue of Ac- 
countancy, I shall be glad of your ruling 
in the undermentioned case. 

A small company has made a con- 
siderable capital profit from the sale of 
lease, plant, etc., and it is proposed to 
wind the company up forthwith. 

Inview of Sections 35 (1) (c) and 36 (1) (4) 
of Finance Act, 1947, would you please say 
whether such distributions made to pro- 
prietors over and above repayment of share 
capital would attract a distribution charge. 

Yours faithfully, 
E. A. WILSON, A.S.A.A. 


London. 
March 10, 1950. 


[By Section 35 (1) (c), any distribution 

in the last chargeable accounting period 
of the business, in excess of the paid-up 
capital, is a gross relevant distribution, to 
be taken into account in arriving at the 
net relevant distribution. If the net 
relevant distribution is equal to or less 
than the profits liable, the computation 
proceeds normally. 
_ If, however, the net relevant distribution 
8 made up of the profits plus the excess of 
the gross relevant distributions over the 
Profits, including franked investment income 
(and before abatement), under Section 
34 (2), then a distribution charge will 
arse under Section 30 (3), but only to the 
extent that non-distribution relief has been 
paid in the past.—Editor, AccOUNTANCY.] 


Depreciation—ad nauseam 


Sir,—I have read with interest the 
article under the above title in the February 
issue of AccounTANcy, and also the 
remarks made by the chairmen of various 
public companies and others on this 
matter. 

I have yet to hear of any practical 
suggestions for the provision of depre- 
ciation on either the historical cost basis 
or the replacement cost basis which will 
provide the necessary funds for the replace- 
ment of the asset at the end of its useful 
life. The fact that depreciation is charged 
against the profits and transferred to a 
depreciation reserve, or the asset is actually 
written down, is a mere book entry, 
whether depreciation is calculated on 
historical cost or by any other method. 

It appears to me that the problem is 
insoluble on the lines hitherto suggested. 
In the first place, when an asset is acquired 
the historical cost and the replacement 
cost are obviously the same, apart from 
any change in price which may have taken 
place between the date of the order and 
the date of delivery. Secondly, it is an 
utter impossibility to estimate the replace- 
ment cost of any asset five, ten or twenty 
years hence. 

There appears to be nothing wrong 
with the previously accepted methods of 
providing for depreciation based on the 
original cost of the asset. The provision 
required to cover replacement cost is 
something new and is not depreciation 
at all. 

It is suggested, therefore, that a new 
method of approach to this subject is 
required. What is needed is a provision to 
cover the extra cost of replacement of an 
asset over its original cost. The normal 
method of writing down an asset by way 
of depreciation will or should provide for 
the replacement at original cost. Therefore, 
we now require something additional to 
the normal depreciation method. 

This can be provided for by creating a 
“replacements” reserve on the lines 
indicated below. Each item of plant or 
other asset is valued at the beginning and 
end of the accounting period at its replace- 
ment cost. Where this valuation is in 
excess of original cost the replacement 
increase requires to be provided for, 
having regard to the cost of the asset, its 
expected life and the date of purchase. 

For example, assuming a machine 
purchased in 1944 at a cost of £400 with 
an expected life of ten years has a replace- 
ment cost of £1,000 at December 31, 1949, 
and £1,200 at December 31, 1950, the 
calculation of the amount required to be 
charged against profits and added to the 
replacements reserve would be: 


Replacement Value £1,000 £1,200 
Cost Price £400 £400 
Excess £600 £800 
Age of asset in years 5 6 
Replacement Re- 

serve, 5/10 £300 6/10 £480 


Charge for year, £480 - £300 = £180. 


It is further suggested that both the 
amount charged for “ depreciation” and 
the amount charged for “ replacements ” 
should be allowed for purposes of taxation 
so long as the sums so charged are “ kept 
available for use.”” This would, of course, 
involve the transfer of funds equal to the 
amount of the charges from the current 
banking account to a special account. If 
the fund is not so used or not “ kept 
available for use” the allowance would 
be limited to the original cost. 

It is appreciated that there may be 
difficulties in the way of setting aside the 
actual cash for the replacement of assets, 
whether the cost is greater or less than the 
original cost, but I have yet to be con- 
vinced that a mere book entry is sufficient. 
Furthermore, if such funds were “ kept 
available for use ” there would be a much 
greater possibility of obtaining the necessary 
alteration in the taxation legislation than 
under present methods. 

Yours faithfully, 

Manchester, 2. D. BARRATT. 
March 12, 1950. 


NEW COMPANIES IN 1949 


THE NUMBER OF NEW COMPANIES REGISTERED 
in 1949 was about 11.7 per cent. less than 
the total for the previous year. Figures 
prepared by Jordan and Sons, company 
registration agents, show a total of 13,755 
new companies, compared with 15,592 in 
1948. The total nominal capital was £76.5 
million, against £96.6 million, a reduction of 
20 per cent. Only 31 of the registratiors were 
of public companies, their nominal capital 
being £4.5 million ; in 1948 51 new public 
companies, with a nominal capital of £5.8 
million, were registered. 

The trades and industries which headed 
the classified list of company registrations 
were those concerned with the prime 
necessities of life—food, shelter and clothing. 
Companies in the food industry accounted 
for 11 per cent. of the 1949 registrations, 
against 10 per cent. in 1948. Of the new 
companies, engineering concerns comprised 
9 per cent., against 9.2 per cent. ; builders 
8 per cent., against 7.7 per cent.; and 
clothing companies 7.8 per cent., against 
6.1 per cent, 
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TAXATION 


Leaves from the Notebook of a Professional Accountant 


Income Tax—1 


By 


DuRING THE COURSE OF EVERY CALENDAR YEAR THE AVERAGE 
individual is called upon to fill up a vast number of official 
forms—some of an_ exceedingly complex nature— 
and usually of a buff colour. In fact, the life of the average 
individual is fast becoming purely a matter of form. 

In most cases the first three questions—to be answered 
in BLOCK LETTERS—are : 

(1) Name in full. 

(2) Residence. 

(3) Nationality. 

So far everything would appear to be plain sailing, and 
the hardened form-filler waltzes headlong over these 
preliminary hurdles like a duck taking to the water, full 
steam ahead, flags flying, “ with his hounds and his horn 
in the morning.” 

And why not? Surely everybody knows his name, his 
residence and his nationality. 

But this is by no means always the case, and it happens 
from time to time that only after a majority decision of the 
House of Lords has been reached can the questions be 
answered—in BLOCK LETTERS—with unquestioned legality. 

Let us choose an example from the pages of our notebook 
to illustrate some of the difficulties envisaged. 

The case which we have selected is admittedly a very 
simple one, and fortunately was settled without having to 
trouble the august tribunal to which reference has been 
made, but nevertheless the lady in question found it 
impossible to sign her name—in BLOCK LETTERS—without 
consulting her solicitor; and the solicitor found it impossible 
to advise her without first seeking the opinion of learned 
counsel. 


ILLUSTRATION ONE 


The marriage of old Sir Willow Whiting to the young 
and glamorous French actress, Mademoiselle Caesarine 
L’Espanaye, caused quite a little flutter in the Whiting 
dovecote. Nobody could fathom her motive in con- 
tracting such a marriage, because not only was Sir Willow 
very decrepit and bad-tempered but he was also somewhat 
impecunious (his sole source of income being a Civil 
Service pension), and he occupied a second-class flat in 
the Bayswater Road. In fact, Lucy, the wife of Colonel 
Whiting, of the Guards, was the only member of the 
family who remained in a sitting posture when the news 
of her kinsman’s folly was broadcast over the radio. She 
merely doubled her cousin’s bid of 5 Spades and informed 
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ERNEST EVAN _ SPICER, 


F.C.A. 


her brother-in-law, Sir Reginald Whiting, that she wa 
prepared to lay odds of 7 to 4 that the marriage woul 
not last three years. 

Sir Willow took his bride to Harrogate for the honey. 
moon, and it was at the Royal Marine Hotel (in the hal 
facing the sea) that Caesarine filled up her first officid 
form in BLOCK LETTERS, as follows : 

Name: CagsaRInE (Lavy) Wittow WHITING. 

Residence: 7¢ HARRINGTON Mansions, Bayswa Ter Row), 

Lonpon, W.2. 

Nationality: Bririsu. 

* * * * 


But what about the marriage ? 

Lucy’s forecast proved almost prophetic. It lasted 
exactly two and a half years and terminated with a decree 
of nullity. 

Ten days after the final curtain had dropped on this 
little drama Caesarine was called upon to fill up another 
official form, this time at the French Embassy (facing 
Madame Tussaud’s Exhibition) with a temporary passport 
dangling in the background and a solicitor by her side 
guide her faltering fountain pen. 

Eventually—after many false starts and whispered 
communications with her lawyer—she wrote in BLOG 
LETTERS: 

Name: CarsARINE Marie L’EspaNnayeE, (SPINSTER.) 


Residence: 37 Rue Canot, Fausourc St. GERMAl, 
Paris. 
Nationality: FRENCH. 
* * eS . * 


There was a somewhat curious sequel to this case 
which reference must be made. 

The Inspector of Taxes in whose district the Bayswattt 
Road lay wrote to Sir Willow requesting an_ intervitv. 
During the interview he called Sir Willow’s very particulat 
attention to three matters of serious consequence, ® 
follows : 


(1) That during the three preceding fiscal years he, 5 
Willow, had been granted a personal allowance for # 
married man when—in point of fact—he was not 
at all. 

(2) That the allowance had been granted by the authoritis 
following an unequivocal declaration by him to the 
effect that he was a married man, a declaration 00¥ 
shown to be lacking all substance. 
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(3) That a buff form, issued officially, had been filled up— 
partly in BLOCK LETTERS—which contained a statement 
demonstrably untrue and labelled as such by the Probate, 
Divorce and Admiralty Division of His Majesty’s High 
Court of Justice. 


Sir Willow wisely refused to commit himself in any way 
and, with a prudence which cannot be too highly com- 
mended, at once sought the guidance and instruction of 
his professional accountant, Mr. Greatheart. Mr. Great- 
heart advised Sir Willow to appeal against any additional 
assessments made and, if necessary, to contest the matter 
in the Courts on a point of law. 

He explained that this was one of those rare instances 
where it would prove more blessed to lose than to win. 
If he won the case the additional assessments would be 
discharged and the costs of the action would fall on the 
Crown, while if he lost he would seek to recover the whole 
of the sur-tax, paid as a result of the aggregation with his 
own income of the income of a lady who was not, and 


honey. never had been, his wife, and for which he would not have 

the hal been liable at all but for a confusion of thought regarding 

ons the legal status of the lady who, for so long, had presided 
at his breakfast table. 

fied Sir Willow acted on Mr. Greatheart’s advice and won 


his action in the Courts. The learned Judge held that for 
purposes of taxation the date to be considered was that 
of the final decree. The additional assessments were 
accordingly discharged, and Sir Willow, by winning his 
case, lost what he would have won, had he lost. 


* * * * 


Mr. Greatheart has been asked for an explanation 
regarding the inner meaning of this amazing case, and, 
with 2 modesty characteristic of the truly great, has 
replied that anybody’s guess is as good as his own. He 
has ventured, however, to throw doubt on the soundness 
of the views recently expressed by the Rev. Stephen 
Collins to the effect that the learned Judges of the Probate, 
Divorce and Admiralty Division of the High Court, deal 
with cases involving nullity without the least understanding 
of the term. Mr. Greatheart freely admits, however, that 
he experiences difficulties in appreciating the subtleties of 
ecclesiastical law as expounded by Mr. Collins. (See 
Dodworth v. Dale, 1936, Vol. 20 Tax Cases, p. 285.) 

* * * * 


So far we have dealt with the much misunderstood 
question of residence merely from its ‘‘ Block Letter ” 
aspect. It is mow necessary to delve deep beneath the 
surface and study the three attributes of the subject that 
have so important a bearing on an individual’s liability 
to tax. 


They are as follows : 


Residence. 


Ordinary Residence. 
Domicile. 


Everything, of course, would be delightfully simple if 
these three concepts represented the sum and substance 
of the matter, but the issue is obscured by many com- 
binations and permutations of the three attributes. 


A man may be Resident in this country without having 
the least knowledge of the fact. He may be resident and 
enjoy a large income arising in this country and yet be 
legally immune from all taxation, while, on the other 
hand, he may be resident in this country and yet be 
subject to heavy taxation on foreign income. He may be 
Not Resident on Monday and legally exempt from all 
taxation, and on Tuesday he may be Resident and 
Ordinarily Resident and subject to the burden of crushing 
taxation. He may be ordinarily resident in two countries 
simultaneously, and it is even possible for him at one and the 
same time to be legally resident in this country and actually 
not resident at all. He can be ordinarily resident in this 
country and domiciled in another, and he may be able to 
substitute a Domicile of Choice for a Domicile of Origin 
without affecting his Residence. 

There are other combinations, of course, but enough 
has been said to indicate that “ residence” is cloaked in 
paradox, which can best be revealed by means of examples. 

We will, however, in the first instance, endeavour to 
summarise the circumstances in which the three attributes 
are relevant to the tax liability of an individual as opposed 
to a company, as follows : 

(i) Income arising outside the United Kingdom is only taxed 
if the individual to whom it belongs is resident in the 
United Kingdom. 

(ii) Interest and dividends on foreign stocks paid through 
paying agents in the United Kingdom are exempt from 
tax if the stockholder is not resident in the United 
Kingdom. > 

(iii) An individual who is resident in the United Kingdom may 
claim full personal allowances, whatever his nationality. 
If he is not resident he may claim a proportion of the 
allowances if he belongs to a few select nationalities ; 
otherwise he cannot claim any allowances. 

(iv) Interest on certain British Government securities is 
exempt from tax if the beneficial owner is not ordinarily 
resident in the United Kingdom. 

(v) Income of a resident from certain types of foreign income 
is normally taxed on the “ Arising Basis,” but the “ Re- 
mittance Basis ”’ applies to : 

(a) An individual of whatever nationality who is not 
domiciled in the United Kingdom; and 
(6) a British subject, whether or not domiciled in the 
United Kingdom, who is not ordinarily resident 
, in the United Kingdom. 

The Legislature deals with the subject of residence in 
two parts, as follows : 

(A) The individual who has been living in the United 

Kingdom and who goes abroad. 

(B) The individual who has been living abroad who 

comes to the United Kingdom. 


(A) The Individual who goes Abroad 


General Rule 3 (of the All Schedule Rules), Income 
Tax Act, 1918, provides that a British subject, whose 
ordinary residence has been in the United Kingdom, is 
still to be regarded as resident for all assessment purposes 
although he may have gone abroad, provided he has gone 
abroad for “occasional residence” only. He ceases, 
however, to be resident in the United Kingdom if he goes 
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abroad for some purpose other than “‘ occasional residence.” 
Pp 


The question whether an individual has left the United 
Kingdom for “ occasional residence ” only is one of fact, 
and this has given rise to much litigation. 
* * * * 


Let us turn to the pages of our notebook for examples. 
ILLUSTRATION TWO (A) 


That grand old seaman Captain Christopher Braddock, 
master of the good ship Merry Mermaid, plying between 
London and Hong Kong, was the tenant of a house in the 
Commercial Road, where his wife and daughter resided 
and where he lodged when not at sea. The family enjoyed 
very little of his company because he was away at sea for 
at least ten months in every year, a fact which lent support 
to the general belief in the neighbourhood that Mrs. 
Braddock was either a widow or a shamefully treated 
spouse. Not unnaturally Mrs. Braddock felt that this was 
really a case of her husband coming home for occasional 
residence only, rather than one of his leaving home for 
occasional residence, and so strongly did the family share 
this view that Captain Braddock boldly claimed to be 
regarded as not resident for purposes of taxation. 

The Commissioners rejected this contention, and so in 
due course the case of Braddock v. Inland Revenue came 
before the Courts on a point of law. 

The Judge upheld the decision of the Commissioners, 
remarking that even though Captain Braddock might be 
away at sea for the greater part of a fiscal year he would 
still remain legally resident and ordinarily resident in the 
United Kingdom. 


ILLUSTRATION TWO (B) 


Four years later it happened that Captain Braddock 
was away from this country for fourteen consecutive months 
covering the whole of one fiscal year, and bearing in mind 
the learned Judge’s remarks in the action which he had 
lost, he decided, on the advice of old Sir Jeremiah Whiting, 
to tempt fortune for the second time in the Courts. 

But, alas! his luck was out. It was proved that he had 
no place of residence abroad and the Judge held that being 
a British subject whose ordinary residence was in the 
United Kingdom he had gone abroad for the purpose of 
occasional residence only and was in consequence still 
resident and ordinarily resident in the United Kingdom. 

. * * * 


This case demonstrates that, in law, a man may be 
resident in this country for the whole of a fiscal year 
when actually he is not resident at any time during that 
fiscal year. 

It may interest our readers to have Mr. Greatheart’s 
terse comments on these two cases. They are as follows : 

Illustration Two (a) 

Decision unexceptionable. 

Illustration Two (s) 

Judgment unquestionably sound. Revenue practice 
nowadays less rigorous. 

Our next example demonstrates the truth of Mr. 
Greatheart’s comment (above) on illustration two (s) 
regarding the tenderness with which the authorities 
nowadays regard cases involving absence from this country 
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covering an entire fiscal year. On the other hand, 
has always expressed the very definite opinion that thi 
particular case, dealing, as it did, with the second year of 
absence, is unreliable as a precedent, because it is contrary 
to Revenue practice. 

Everybody agrees, however—and this applies with 
particular force to the members of the Whiting family— 
that the judgment was masterly. 


ILLUSTRATION THREE 


It is quite unnecessary to remark that Miss Diana 
Whiting is not only a superb actress but one of the mos 
beautiful of women. No matter whether the play ip 
which she is taking a part be good, bad or indifferent, if 
Diana Whiting’s name figures on the programme the 
public flock to the theatre to pay tribute to her genius, 

Not long ago she went to America to appear in a play 
and was away from the United Kingdom during the whole 
of one fiscal year. 

The Revenue authorities agreed without any hesitation 
that she was not resident during that year, thus confirming 
Mr. Greatheart’s statement regarding their present 
practice. . 

During the second year, however, Miss Whiting made 
two visits to this country of eight weeks and six weeks 
respectively. While she was abroad her flat in London 
had been placed in the hands of Messrs. Whiting & 
Whiting, the estate agents, for sub-letting, and in conse- 
quence, during her two visits to this country, she no 
longer had an abode available for her use. In the third 
year she resumed residence in this country, to the great 
satisfaction of her family and friends. 

The Revenue authorities proved very obdurate regarding 
Miss Whiting’s claim to be regarded as not resident during 
the second year of her absence abroad, arguing that she 
had vitiated all right to be so regarded consequent on her 
two visits to this country totalling three and half months, 
and, in spite of a decision of the Commissioners in her 
favour, sought the views of the Court. 

This they got in one of the shortest judgments on record, 
and Miss Whiting left the Court all smiles. 

* - * * 

Reference has been made to the Revenue practice in the 
case of an individual who goes abroad, and it may prove 
useful to attempt a very brief summary of this practice, 
as follows : 


(i) If the individual goes abroad for less than one 
whole tax year, he remains resident in the United 
Kingdom. 

(ii) If he retains a “ place of abode” in the United 
Kingdom available for his use : 

(a2) He is resident for any year in which he 
visits the United Kingdom for however short 
a period and whether or not he makes use 
of the home available for him. 
(b) He is not resident for any year in which he 
does not visit the United Kingdom. 
(iii) If he does not retain a “ place of abode” in the 
United Kingdom available for his use : 
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(a) If his visits to the United Kingdom are 
regular and substantial (that is, if they 
average three.months per annum or more) 
he remains resident in the United Kingdom. 


(b) If his visits to the United Kingdom are 
neither regular nor substantial he ceases 
to be resident in the United Kingdom. 

* * * * 


An individual who goes “abroad” for more than 
“gecasional residence only ” is regarded as not resident 
for the broken period from the date of departure to the 
following April 5. 

When he returns he is regarded as not resident for the 
broken period up to the date of his return. 

If, however, he retains a “ place of abode” in this 
country and makes a visit to the United Kingdom, how- 
ever short, he is deemed to be resident for the whole of 
that year. 

ILLUSTRATION FOUR 


Shortly after the death of Professor Vernon Whiting, 
his son Victor secured a flat in the vicinity of Vincent 
Square, where he set up house with his twin sister Violet. 
Early in October, 1946, he developed varicose veins and 
was advised by the veterinary surgeon to try the warmer 
climate of South Africa for three years. Obviously he could 
not go alone, and, as Violet could not leave her work at the 
Victoria Hospital, it was arranged that Vivian, the painter, 
who had been living in Venice since the termination of 
hostilities, should accompany his brother. 

The two brothers left Southampton on November 1, 
1945, and apart from one very brief visit to this country 
of three days from June 4 to 6, 1947, when they flew over 
to England to attend the funeral of an aunt, who had 
named them in her will conditional on their acting as 
pall-bearers, they were absent from this country till 
September 30, 1948. On arrival in England on October 1, 
1948, they drove to the flat in Vincent Square and were 
welcomed by their sister Violet, who rejoiced to hear that 
Vivian had decided to live with them in the future. 

On the following day they called on Mr. Greatheart 
with a request that he would deal with their taxation 
affairs in the future. 

Mr. Greatheart, having questioned them closely and 
having scrutinised their passports, remarked that, as far as 
Mr. Victor Whiting was concerned, it would be his painful 
duty to deal with the past as well as the future. 


He then proceeded to give his explanations, as follows : 


Mr. Victor Whiting 

During the entire period of his absence from the United 
Kingdom he had retained a “ place of abode ” in Vincent 
Square available for his use. Thus : 


Year 1945/46. He would be deemed not resident 
from November 1, 1945, to April 5, 1946 (in spite of the 
fact that he had resided in this country for more than 
six months) because he had gone abroad for more than 
“occasional residence.” 

Year 1946/47. He would be treated as not resident 
during the whole of the year as he had not visited this 
country. 


Year 1947/48. He would be deemed resident for the 
whole of the year, although he had visited this country 
for three days only, because he had retained a “ place 
of abode ” available for his use. 


Year 1948/49. He would be deemed not resident 
from April 6, 1948, to September 30, 1948, in spite of 
the fact that he would be resident in this country for 
more than six months during the year 1948/49. 


Mr. Vivian Whiting 
As he had not retained a “ place of abode” in the 
United Kingdom available for his use, Mr. Vivian Whiting 
would be deemed not resident throughout the entire 
period. 

* * * * 


After making a quick calculation, Mr. Greatheart 
informed Mr. Victor Whiting that, by attending his 
aunt’s funeral, he had—so to speak—buried with her 
bones a sum equal to the legacy which she had left him, 
plus. about £286 of his own money. He added—in an 
aside to his partner, who happened to be present—that 
he knew the old vixen and didn’t think her worth it. 

* * * * 

The case of Miss Diana Whiting, to which reference has 
already been made, indicates that the Special Com- 
missioners do from time to time adopt a somewhat lenient 
attitude towards those cases where the individual, who 
has gone abroad for a purpose other than occasional 
residence only, and retains no “ place of abode” in this 
country, returns for a short visit during a particular year. 
The case also demonstrates that the Courts do not disturb 
a proper decision of the Special Commissioners on a 
question of fact, but deal with matters of law. This, 
however, does not necessarily mean that the Courts 
would have given a similar ruling if there had been no 
such finding of fact by the Special Commissioners. 

The following is a further example of gentle treatment 
by the Special Commissioners which was not disturbed 
by the Courts. 


ILLUSTRATION FIVE 


Early in the year 1930 the great American firm 
Chauncy, Chauncy and Chauncy wrote to Sir Ambrose 
Whiting, the chairman of Whiting, Whiting and Whiting, 
Ltd., of Liverpool, asking whether he could recommend 
a young Englishman, who had had a sound business 
training in England, who would be willing to go to 
America for three years to study their business methods 
with a view to becoming European representative of their 
firm should he prove satisfactory. 

Sir Ambrose, recognising that this was a wonderful 
opportunity for any young man blessed with brains, 
energy and character, and wishing to keep all such 
** plums ” in the family, warmly recommended his nephew 
Clarence Wimpole Whiting. It thus came about that on 
April 6, 1930, Mr. Clarence Whiting sailed for New York 
on board the Aquitania. 

After he had been in America some months he was 
informed that under the immigration laws of the United 
States he was not permitted to remain .in that country 
for twelve consecutive months, but that the law would be 
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completely satisfied—at any rate in his case—if he made a 
short visit to Europe of, say, ten days each year. Having 
no home in England he arranged to spend the Whitsun 
** Ember Week ” each year with an aunt in Cheltenham. 
She was an elderly spinster with a large banking account, 
a hearty appetite and a French cook, and his object was to 


Thus under the one law he need not remit, wiiilst unde; 
the other he must remit, and the question arises how such 
a state of affairs can be reconciled with British justice op 
which we pride ourselves so much. 

The answer lies in that blessed word “ compromise.” 
or, as the Chancellor of the Exchequer prefers to call it 


bring a little sunshine into her otherwise drab life. ** concession.” ; Pri 

When these short visits to the United Kingdom—not (1) Foreigners who are living in this country need not incom 
exceeding five days in any one year—came to the notice remit the currency of their native country. They the 
of the British Revenue authorities, they ruled that his must, however, remit all other currencies which from 
absence from the United Kingdom was for “ occasional arise to them outside the sterling area. availa 
residence abroad” only and that, as he had been out of (2) British subjects who are living in the United had 
the country for less than one whole year, he remained Kingdom must remit to this country all foreign The 
legally not only resident but ordinarily resident in the currency arising to them outside the sterling area, consid 
United Kingdom, in spite of the fact that he had not (3) The tax on all such income which has been or wil Moe” 
retained a “ place of abode” in this country available be remitted to this country under compulsion prior og 
for his use. to June 15, 1950, will be due and payable on that Mr. 

Mr. Clarence Whiting appealed against this ruling to date, unless the income is remitted abroad to any Zealai 
the Special Commissioners, who gave a decision in his of the scheduled territories, or to other territories - 
favour on the ground that in their view he had gone to abroad, with the permission of the Exchange Sue 
the United States for a purpose more than that of Control, prior to that date. As regards remittances rt 
** occasional residence.” received on or after June 15, 1950, these will not be x 

The Revenue authorities, being dissatisfied with this treated as remittances for tax purposes provided c> 
interpretation of the law, appealed to the Courts on a they are immediately remitted abroad. - 
point of law. The Courts, however, upheld the decision . ‘i . 
of the Special Commissioners as a finding of fact without ILLUSTRATION SIX 4 
expressing any views on the facts. There can be no doubt that Miss Julia Whiting flirted 3” ri 

Sir Ambrose Whiting congratulated his .nephew and outrageously with Senator Matthew B. Conking of New 
Mr. Greatheart on their resounding victory. York City during her visit to the United States in the fall 

* * x * of 1936. There can also be no doubt that the Senator 

Before waving a loving farewell to the “ individual who fell head over ears in love with the captivating Julia 
goes abroad ” and extending the right hand of fellowship because when she returned to England in 1938 he threw 
to the “ individual who comes from abroad,” it may be up his political career and followed the green-eyed jade 
well to mention that although General Rule 3 (of the All ” London. Here he took a flat in close ey the 
Schedule Rules), Income Tax Act, 1918, is confined, in house in Upper Grosvenor Street where she resided with 
its terms, to a British subject, individuals who do not ‘er parents; and there he has remained ever since. On 
enjoy the surpassing advantages of British nationality, are, the second Tuesday in —s month he offers her his hand 
in practice, treated in precisely the same way as those and his heart, but so far Julia has been unable to make up § —— 
who do enjoy that privilege. Thus, an American, who her mind which hand she will take. ' 
has become ordinarily resident in the United Kingdom Soon after taking up his abode in London, Mr. Conking @@ Irs u 
and who goes “ abroad,” can only shake off the attribute placed himself and his financial affairs unreservedly in the sae 
of being “ resident ” if he can show that he has left this hands of Mr. Greatheart, and it was found that his global , t : 
country for some purpose other than “ occasional resi- income fell under three main headings, as follows : an 
dence.” (1) American Income wane 

It has already been mentioned that an individual of Dividends and director’s fees (substantial). nm 
whatever nationality, who is not domiciled in this country, (2) Foreign Income shall | 
will be assessed to tax in respect of income arising abroad (a) Canada tax a 
on the “ remittance basis ” and not on the “ arising basis.” Director’s fees from four Canadian companiss, year 
Moreover, the “ remittance basis” always applies in the regularly paid to the credit of his account with me 
case of foreign earned income. Thus, under income tax — Canadian Bank of Commerce, Montreal, to 
law, anybody resident in the United Kingdom who enjoys ae PS oe. ance | 
earned income arising abroad, or anybody of whatever Note: Mr. Conking had only attended three board to tho 
nationality who is not domiciled in this country, or a a Ge oer. 1g. It is ; 
British subject who is not ordinarily resident in the United (b) Swiss Income ; : . fmhas no. 
Kingdom, may legally accumulate foreign currency . my ig nga inan army. prt oe imposin 
abroad without thereby rendering himself liable to = Se ee oS © h the Swis Act req 
British tax thereon unless he remits it to this country. pee gen to Mr, Coaiing’s cute we ae of the y 

: : : . Banking Corporation in Berne—one-tenth re 

But let him not rely on income tax law in this respect, in business in terms of partnership deed. Closin, 
lest he find himself in Brixton gaol for not having offered Mr. Conking had a one-sixth share in the By 
this foreign currency to the British Treasury under the business and the profits were substantial, his on Bri... 


Exchange Control Act, 1947. 
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sixth share approximating Frs.122,000 per annum. 
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(c) Portuguese Income 
Dividends from a mining company producing 
tungsten ore—Escudos 160,000. 


(3) British Income 
Trustee securities producing £2,860 per annum gross. 


and Julia is beginning to see how considerabie are the 
advantages which an American, though resident in the 
United Kingdom, enjoys over a British subject from the 
point of view of foreign exchange. She appreciates the 


fact that although Mr. Conking, like herself, is not per- 


m: ” 
a i , , ‘ mitted to take out of this country more than £50 in any 
» I Prior to the outbreak of war in 1939 all available foreign one year for foreign travel he can supplement this meagre 
od not fy ncome had been semmised to New York, but subsequent allowance by having dollars remitted to him in France, 
They a” the introduction of Exchange regulations, and a without breaking any law or rendering himself liable for 
which yom the income arising in America, it had been made any additional taxation, an advantage denied to her 
Bi anilable to the British Treasury and the sterling proceeds = father and other British subjects. She also appreciates 
Inited had been remitted forthwith to New Zealand. ; the superb meals which are provided at “Le Reserve ” 
orei The New Zealand a having — from a Hotel, Beaulieu, and the ‘act that Mr. Conking will never 
1§2 HF onsiderable discount to par in relation to the pound allow her to pay for anything when shopping in Nice or 
Pea. Bi serling, Mr. Conking is now switching over to Australian State Caiin 
r will currency, which at present is at a discount, but which That gentleman’s hopes soared very high last Thursday 
faa Mr. Greatheart is confident will rise in value like the New when Julia remarked that she preferred the settings of the 
o any Uesland currency. rings which she had seen in Cartier’s shop in Bond Street 
eae So far Mr. Conking has not. done too badly as a result to those which they had looked at together in Cannes 
tories Hf the Chancellor’s “ concession,” notwithstanding de- . m «4 ; 
hange valuation. , 
ances His American dollars, however, remain very safe and And so for the moment, we close our notebook, with a 
Lot be sug in New York. final handwave to those who are leaving us, but with the 
vided Hf The last time that Senator Matthew B. Conking proposed full intention of welcoming—in our next—those who, 
to Miss Whiting he showed her his list of investments and taking Courage mm both hands and risking the penalties of 
invited her and her parents to spend six weeks with him becoming resident a ordinarily resident in the United 
lirted fp his guests at Beaulieu in the South of France. They are Kingdom, decide to visit our shores. 
New [20 basking in the sun, gazing on the blue Mediterranean, (To be continued) 
e fall 
nator 
Julia, 
hrew 
jade 
o the 
with ° Act, as amended and extended by subse- 
On The Scheme of Things oa 
hand The next striking feature is that tax 
up shall be charged in respect of all property, 
profits and gains described or comprised 
king fj Irs useruL EXERCISE OCCASIONALLY TO GO July, whereas the year of assessment starts” the Schoten. 
1 the J back to the beginning of things. Just as the on April 6. What is the position in the The Schedules 
lobal # fist few phrases in the Bible show the meantime? No income tax? No—nothing It is at once evident, therefore, that the 
importance of the Word, so the first Section so refreshing nowadays, though that was first step in understanding the scheme of 
in the Income Tax Act, 1918, shows the the state of events before the provisional things is to learn what is comprised in the 
scheme of income tax legislation : Collection of Taxes Act, 1913. That Act, five Schedules, and the Rules of assessment 
Where any Act enacts that income tax however, continues the then existing law in applicable to each. This is something that 
shall be charged for any year at any rate, the force long enough to enable the Budget so many students fail to do and yet is so 
tax at that rate shall be charged for that Resolutions to be passed, and these then fundamental to the comprehension and 
nies, year in respect of all property, profits or have statutory effect long enough to enable practice of income tax. Too much em- 
with gains respectively described or comprised in the Finance Act to become law. phasis cannot be laid on the necessity of 
real, the Schedules A, B, C, D and E contained in It is interesting that in 1912 a Mr. learning the Schedules, that is, the sources 
the First Schedule to this Act and in accord- Bowles obtained an injunction to prevent of income comprised in each and the Rules 
cas ~ with the Rules respectively applicable jh. Bank of England deducting tax from of assessment. It is not a big task but a 
ose Schedules. . : 
' interest due on July 1, 1912, as no Act vital one. 
It is at once apparent that the 1918 Act imposing tax for the year had then been Section 2 of the 1918 Act (as amended) 
ring has no effect until an Act has been passed passed—-Bowles v. Governor and Company of is probably the simplest in the whole of the 
the fy ™P°Sing income tax for the year. The the Bank of England (6 T.C., 136). There Acts: every assessment and charge to tax 
™ Act required is, of course, the Finance Act must have been flutterings in the Treasury shall be made for a year commencing on 
saed of the year, dovecots! But the position was soon the sixth day of April and ending on the 
Closin corrected in the Act of 1913 mentioned following fifth day of April. Would that 
the B 8 oA Gap above. the rest were as clear ! 
po “ moment’s thought reminds one that the Once tax is imposed, then we have to Section 3 says that the due proportion 
um. | 2ce Act is usually not passed until look to the Rules as laid down in the 1918 of tax shall be charged for every fractional 
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part of twenty shillings (which is more 
observed in the breach !), but no tax shall 
be charged of a lower denomination than 
one penny. 

We then find that Sections 4 to 13 have 
long been repealed, along with the first two 
sub-Sections of Section 14. Section 14 (3) 
gives us the definition of earned income ; 
Section 15 is repealed ; Section 16 provides 
that any allowance or deduction is to be 
given either by discharge or reduction of the 
assessment, or by repayment. 


Effect of Annual Charges 

Then follows the important Section 17, 
providing that no allowances or relief can 
be given in respect of any income the tax 
on which can be charged against any other 
person or deducted from any payment. 
In other words, where there are charges 
on income, allowances can be given only 
on the income left after paying the charges. 
Were this not so, it would be possible to 


make a profit on the deal, in that the whole 
of the tax deducted would not be handed 
over to the Revenue. 


Taxation 
Notes 


Joint Meeting of Tax Inspectors and 
Incorporated Accountants 

A MEETING WAS HELD RECENTLY AT MAN- 
chester by the Association of H.M. In- 
spectors of Taxes (Manchester Centre) 
and the Incorporated Accountants’ Society 
of Manchester and District. 

Mr. F. A. Gahan, H.M. Principal Inspector 
of Taxes, Manchester E.P.T. Centre, in 
opening the discussion, emphasised the 
cordial relations existing between the 
profession and the Inspectors of Taxes, 
referring particularly to the Manchester 
district. He mentioned that it was the 
first known occasion on which a meeting 
had been held to discuss the most efficient 
and speediest way of agreeing taxpayers’ 
liabilities, and to consider mutually the 
Tax Inspectors’ and the accountants’ 
attitudes. 

Mr. Gahan asked for legitimate criticism 
of accountants by Inspectors present, and 
vice versa. The meeting was not intended 
for the discussion of technical or legal 
points, or back duty problems. The aim 
was to consider how the full facts could 
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Illustration : 
(a) Sole income, earned .. -. £500 
Loan interest paid 100 
Income retained £400 
— 
Assessment ‘ -. £500 
Earned income allowance 
one-fifth of £400 = £80 
Personal allowance 180 
Children allowance .. 120 
120 
£20 at 3s. « eee 
£100 at gs. -- 45 0 0 
48 0 oO 


(6) Had it not been for the restrictions of 


earned income and reduced rate allow- . 


ances, the tax payable would have been : 


Assessment ; £500 
Earned income allowance 100 
Personal allowance 180 
Children allowance .. 120 

100 


be made available and the best method of 
presenting them. 


In his view it was wrong for the In- 
spector to have to make out tax com- 
putations. He suggested that the accountant 
should send in full computations and 
schedules, but should avoid providing 
unnecessary information. The accountant 
should examine his files to consider to 
what extent original computations had 
been altered, and to what extent this was 
avoidable. The Inspector should not ask 
questions simply for their own sake. If 
the accountant had submitted an appro- 
priate computation and the previous 
record was good, there should be a bias 
in favour of accepting it. Questions 
should be appropriately worded and all 
of them should be asked at once. 


Questions upon the nature of the business 
and home consumption should be relevant 
to the particular case. Tolerance should be 
shown by both parties. It was not the 
Inspector’s job to arrive at a figure in 
excess of true liability. It was equally 
important for the Inspector to see that 
reliefs and deductions were given to the 
taxpayer, and to point out errors made 
by the accountant against his client. 


Those present were provided with speci- 
men accounts prepared by Mr. Gahan 


£50 at 3s. £710 o 
£50 at 6s. 15 0 0 


22 i0 o 


— 

As the annual charge is paid out of 
income brought into charge to tax, the tay 
deducted is retained under General Rule 19, 
Non-restriction of relief would therefor 
give a handsome profit—in this cag 
£45 —-£22 10s.= £22 10s, ! 

(c) The true position is, however: 


Income retained £400 
Income not retained £10 
Allowances (as shown 
in (a) 380 
20 100 
Tax at 3s. £3 00 om 
Tax at gs. 


Deducted and paid over in 
the assessment as in (a) fy 
Only £3 tax is suffered. 

After Section 17, the Act begins to look 
more familiar ; sentences become long and 
involved ; we need to learn the language 
if we are to assimilate readily, and we wil 
leave it there for now. Our appetite has 
been whetted, however, and readers will be 
hearing more from us on these lines, 


and his colleagues, and these were con- 
sidered in detail to indicate the Inspectors’ 
mental approach. 

Mr. C. Yates Lloyd, President of the Incor- 
porated Accountants’ Society of Man- 
chester and District, spoke upon the subject 
from the professional standpoint. He 
endorsed Mr. Gahan’s remarks on the 
excellent relationship between the pro- 
fession and Inspectors. He agreed that 
criticisms from both sides would be wel- 
comed, and that it was a mistake for 
accountants not to forward the facts at the 
beginning. The accountant was an audi- 
tor, and his primary duty was to the pro- 
prietors of the business, who in mast 
cases were the shareholders. But he 
would be aware that the accounts would be 
used for settling income tax liabilities, 
and in examining the figures would have 
to bear this in mind. No action should be 
taken or items ignored if the result would 
be that taxation liabilities would not be 
correctly disclosed. ; 

The Tax Inspector had his Inspecting 
Officer to consider, but the accountant 
had his clients. But he must not @ 
anything which was not consistent with his 
highest duty to the profession, and the 
marshalling of figures should be done 9 
as to present the correct position to the 
Inland Revenue. 
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Mr. Lloyd read paragraph 4 of the 
Bighth Schedule of the Companies Act, 
1q48, and stated that, if the accountant 
«sured that his clients obeyed the pro- 
ysions of the paragraph, the Inspector’s 
queries on the accounts should be reduced 
in number. He suggested that accounts 
qld be agreed without queries if the 
fill facts were submitted and if the In- 

tor was without knowledge of any 
imegular background. He asked Inspectors 
to cultivate a sense of proportion and stated 
that there was occasional over-emphasis 
on minor points and in small cases. 

Mr. Lloyd then suggested that questions 
involving inspection of private pass-books 
should only be asked when there was some 
definite justification, and | the reasons 
should be given to the accountant. Even 
agenuine taxpayer resented too close an 
aamination into his private affairs. Mr. 
lloyd also felt that percentages were 
gmetimes made a fetish. 

A note from Accountancy for January, 
1950 (see page 28, “The Inspectorate”), 
was read. The suggestion was made in the 
note that the training of Inspectors ought 
to include some talks from experienced 
accountants, who could not only discuss the 
commercial viewpoint but acquaint budding 
Inspectors with some of the difficulties 
with which the accountant is confronted. 

While, by arrangement, back duty was 
outside the discussion at the meeting, 
Mr. Lloyd said he felt that Inspectors 
should be on their guard where there had 
been a change of accountant, unless the 
reason had been made quite clear. 

Mr. Lloyd thanked the Inspectorate for 
the excellent specimen accounts sub- 
mitted, and for the illustrations given by 
Mr. Gahan of the deductive processes em- 
ployed in raising questions upon accounts. 

Many Inspectors and accountants present 
then contributed to the general discussion. 
There was criticism from both sides, but it 
was unanimously agreed that the address 
and discussion would help in obtaining an 
easier settlement of computations, and in 
lading to a better appreciation of the 
other’s viewpoint. 


Non-resident British Subjects 


The relief under Section 24, Finance Act, 
1920, operates only in the case of British 
subjects; employees or ex-employees of the 
Crown; employees of a missionary society 
or of a native State under the King’s pro- 
tection; residents in the Isle of Man or the 
Channel Islands; or a former resident in 
the United Kingdom now resident abroad 
for the sake of his health or that of a 
member of his family; or the widow of a 
former Crown servant. 

Apart from those persons, uon-residents 
ae not entitled to any allowances; their 
meome from the United Kingdom is 


taxable at the standard rate, except those 
Government issues such as War Stock 
which are specifically exempted from income 
tax in the hands of persons not ordinarily 
resident in the United Kingdom. 
However, the persons listed are entitled 
to allowances as set out in Section 24. 
This Section provides for calculation of the 
liability that would arise were the total 


“world” income chargeable to United 
Kingdom income tax (excluding sur-tax), 
and the reduction of that liability to the 
proportion thereof that the income liable 
in the United Kingdom bears to the total 
world income. The effect, of course, is to 
give effect to the said proportion of the 
allowances applicable to the individual 
concerned. 


Illustration: 1949-50 
Income liable in United Kingdom : £ 
Dividends from United Kingdom companies. . os £600 
Net annual value of arian owned _ let in United d Kingdom ee 150 
Excess rents ‘ ° és 70 
820 
Less interest on bank overdraft os ° ° ° 20 aes 
Income not liable in United aa ouian 
Earned income .. ée oe ee ‘ +» £1,000 
34 per cent. War Stock interest . *e 350 
Dividends from companies outside United Kingdom oe se 530 
Interest on Dominion and Colonial stocks ‘ - 120 
Interest from foreign stocks ° ° 200 
2,200 
Total world income : 3,000 
Earned income allowance . £200 
Personal allowance ° 180 
Children allowance 120 
Life assurance relief 40 
540 
£2,460 
—— 
£50 at gs. £7 10 0 
200 atOs. .. _ ° 60 0 Oo 
2,210 at gs. xy oe 994 10 0 
£1,062 0 Oo 
Soo 
Liability in United Kingdom —— X £1,062 = £283 4 0 
3,000 
Tax suffered in United Kingdom : 
Dividends £600 at gs. at .“< £270 0 0 
Net annual value £150 at gs. 67 10 0 
337 10 0 
Tax repayable os és oe oe £54 6 o 
—- 
Alternatively, the repayment can be compute dthus : 
Allowances £540 at gs. os ; oe -- £243 
Reduced rate £50 at 6s. ee oe ae - 15 
£200 at gs. ° ‘ ee oe 30 
£288 
— 
800 
Repayable —— X £288 = oe ° £76 16 o 
3,000 
Add bank interest £20 at gs. eo 9 0 0 
85 16 o 
Deduct United Kingdom income on which tax not yet 
collected : 
Excess rents £70 at gs. oe ee 3110 0 
Tax repayable ee os oe £54 6 o 


In these computations it seems to be 
the practice to ignore building society 
interest received, except in calculating the 
age allowance. 

Where the world income is small, so 
that there would be no liability even if the 
world income were all taxable, it appears to 
be the practice to repay all tax suffered. 


In the above illustration, it has been 
assumed that the net United Kingdom rate 
of tax for all dividends was gs. in the £. 
Where the net United Kingdom rate is 
less, the Revenue have introduced con- 
cessional treatment to avoid the necessity 
for calculating the relief by reference to 
an apportionment of each allowance and 
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set off against the most favourable rates first. 


The practice is to compute what would __ results. 


be repayable were there no restriction to Taking the same figures as above, but 
assuming that the dividends were : 

what would be repayable if only United £300 with a United Kingdom rate of 5s. 6d., 
Kingdom income were regarded as liable, £300 with a United Kingdom rate of 2s. 6d., 
but applying United Kingdom rates. the position would be as follows : 


the United Kingdom rate, then to compute 


(1) Repayment ignoring United Kingdom rates, as above: £54 6 o 
(2) Repayment ignoring income not liable in United Kingdom : 


5s. 6d. 
Dividends .. - ve as £300 
Net annual value a is 
Excess rents /ess bank interest 
Allowances : 
Personal allowance £180 
Children allowance 120 
Life assurance relief 40 
_— 140 
£160 
£150 at gs. 
140 at 5s. 6d... 


50 at 5s. 6d... a 
£1604 70 \ £200{ 3 mA 
go as. 6d. 


2s. 6d. gs. 
£300 


£150 


150 


£300 nil 


£67 
38 
13 
16 
II 


£147 


Repayment restricted to £54 6 o 


In such a case, the level of the,United Where the United Kingdom rete is 
small, or the proportion of the United 
Kingdom income to world income large, 
the repayment, however, it may affect the repayment. 


Kingdom rate does not, therefore, affect 


Illustration : 
United Kingdom income : dividend 
Non-United Kingdom income ‘ 


£400 United Kingdom rate 4s. 
200 


10 
10 
15 
10 

5 


10 


600 
Allowances 360 
240 
Method (1) Repayment : 
£360 at gs. .. £162 0 Oo 
50 at 6s. oh ‘ 15 0 0 
190 at 3s. ee oe 28 10 oO 
400 
——_— xX 
600 
— 
Method (2) 
United Kingdom income £400 
Allowances ne 360 
40 
—— 
Repayment £360 at 4s. a £72 0 O 
50 at 4s. 10 0 oO 
£82 0 oO 
— 
. Repayment restricted to £82. 
Strictly, the repayment ought to be : 
Rate 
ont £360= £ 
— x £360= £2 0 Oo 4s. 0 0 
ee 40 4s. £48 
400 
— X £50= 6 8 S. 61 
aoe 33 4s 3 4 
400 
— X £190= 1261 ; 19 0 0 
ine 3 4 3 9 


£73 13 4 
———————— 


Not yet 
taxed 


eoooce 


° 


Repayment is made of the lower of the two 


£50 


50 


nil 


205 10 o= £137 0 Oo 


Death Duties—Capital Moneys 
The Settled Land Act, 1882 (repealed 
and replaced in England by the Settled 
Land Act, 1925), still applies in the Iris, 
Republic. Section 22 (5) provides that 
capital money arising under the Ag 
while remaining uninvested or unapplied, 
and securities on which an investment’ of 
any such capital money is made, shall 
for all purposes of disposition, transmission, 
and devaluation, be considered as land 
and the same shall be held for and gO to 
the same persons successively, in the same 
manner and for and on the same estate, 
interests and trusts, as the land wherefrom 
the money arises would, if not disposed 
of, have been held and have gone unde 
the settlement. (Section 75 (5) of the 
English 1925 Act makes the same pm. 
vision.) 

In Middleton v. Cottesloe ((1949) AC. 
418; 207 L.T. 243) various portions of 
land in the Irish Republic, the subject 
an Irish strict settlement made in 196, 
were sold from time to time both unde 
the above Act and under the Irish Land 
Purchase Acts. Parts of the proceed 
were invested by the trustees in inscribed 
or registered stocks or shares transferabk 
in the books of the Bank of England o 
registers kept in England. The trustees 
were domiciled and resident in England 
where the life tenants were domiciled. 
It was held that on the death of the first 
life tenant, estate duty was payable on the 
investments. The sub-Section in question 
had no bearing on death duties. 

Following this decision, the Board of 
Inland Revenue state that the following 
changes have been made in the practice 
relating to capital moneys arising from a 
sale of settled land under the Settled Land 
Acts. 

Such moneys will no longer be treated 
as real property for the purposes of Sec- 
tion 6 (8), Finance Act, 1894, and Section 
18 (1), Finance Act, 1896; and a succession 
to such moneys will be treated as a suc 
cession to personalty whether they at 
retained in settlement or not. Accordingly, 
interest on estate duty payable in respett 
of such capital moneys, and interest 
succession duty payable upon a successiol 
to an absolute interest in them will mm 
from the death or other event giving ™ 
to the claim for duty, and the accountable 
parties will not, in such cases, have the 
option of paying the duty by instalments. 

In the application of the relief given # 
the case of quick successions by Section 15 
Finance Act, 1914, capital moneys, passilé 
as such on.the first death, whether or 00 
they are subjected by the trust instrumetl 
to a trust for re-investment in land, wl 
not be treated as “land ” or an “ interes 
in land” for the purposes of that Sectios 
and no quick succession allowance will b 
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yvailable on the second death, whether 
the property then passing consists of the 
gpital moneys OF of land bought with 

Further, a quick succession allow- 
ance will not be available where the pro- 
petty passing on the second death consists 
ffcapital moneys representing land which, 
sssuch, bore estate duty on the first death. 


Yaintenance Claims 

Where a property is sold, and a main- 
tenance claim is due for the year of assess- 
ment in which the sale occurs, the Revenue 
compute the relief due by apportioning all 
relevant figures on a time basis. 

Illustration. Gross Annual Value, £400 ; 
Repairs Allowance, £70; Net Annual 
Value, £330. Property sold, December 5, 
1y9; average maintenance, 5 years to 


April 5, 1949, £420. 


a/grds of Average Maintenance £280 
aigrds of Repairs Allowance .. oe 47 

£233 
2/grds of Net Annual Value . £220 


Claim allowed on £220. 
Had the average maintenance been 
£390, the claim would have been limited 


to 2/3 (£390-—£70) = £213. 


Profits Tax—Distributions where 
profits do not exceed £2,000 


We learn that there is some misunder- 
standing in certain quarters regarding the 
position of a company which escapes 
profits tax on profits in a year because its 
profits are small, but nevertheless is subject 
to a distribution charge. 

To elucidate the position it is necessary 
to delve into cross references. Firstly, 
Section 33 (1), Finance Act, 1947, provides 
that where the profits arising in any 
chargeable accounting period from a 
trade or business, computed apart from 
sub-Sections (2) and (3) (that is, com- 
puted without abatement and having 
regard to the length of the period), and 
induding franked investment income, do 
hot exceed £2,000 per annum, the profits 
for that period shall, subject to the pro- 
visions of sub-Section (4), be deemed for 
7 purposes of the Profits Tax Acts to be 


Then sub-Section (4) says that. notwith- 
standing anything in sub-Sections (1) to 
(3), “any profits which, under any of the 
following provisions of this part of this 
Act, or any other provision of any enact- 
ment relating to the profits tax, are directed 
to be computed ‘without abatement’ 
shall be computed as if those sub-Sections 
had not passed. The said sub-Sections (1) 
to (3) are hereafter in this Act referred to 
a the ‘ provisions for abatement ’.” 


It is next necessary to have regard to 
the proviso to Section 34 (2), which 
enacts that where the gross relevant 
distributions to proprietors exceed the 
profits computed without abatement and 
including investment income, the net 
relevant distributions shall be the sum of : 

(a) the profits for the period computed 
with due regard to the provisions for 
abatement, but not including franked 
investment income; and 

(6) the amount of the excess. 


Finally, Section 30 (3) provides that if 
the net relevant distributions to proprietors 
are greater than the profits chargeable 
to profits tax, there is to be a distribution 
charge (Section 30 (4)) on the difference 
up to previous reliefs for non-distribution. 

As an illustration, assume the following 
facts : 


Chargeable accounting period, 
the year to August 31, 1949 : 
Profits as adjusted for profits 


tax - os -. £1,500 
Franked investment income 400 
Total £1,900 
Gross relevant distributions £2,500 
Non-distribution relief in past 
years ‘ on -. £1,200 
Profits computed without regard to 
Section 33 (1) to (3) and includ- 
ing franked investment income £1,900 
Therefore deemed to be nil (Sec- 
tion 33 (1)). 
(a) Profits without abatement 
computed as if Section 33 (1) 
to (3) had not been passed (Sec- 
tion 33 (4)) and including franked 
investment income e -- £1,900 
(6) Gross relevant distributions 2,500 
Excess of (b) over (a) £600 
—= 


Therefore the net relevant dis- 
tributions are the sum of : 
(a) the profits computed with 
due regard to the provisions for 
abatement, but not including 
franked investment income .. nil 
(6) the excess as above (Sec- 


tion 34 (2)) e* ** ee £600 

Distribution charge (Section 30 
(3) (4)) £600 at 15 per cent. .. £90 
= 


Had the gross relevant distributions been 
£1,900 or less, there would have been no 
distribution charge. 

A somewhat analogous position arises 
where there is abatement. Taking the 
same facts, save that the franked investment 


income was £550, the liability would have 
n: 


Profits ee £1,500 
Abatement 
1500 ©£12,000-£(1500-++-550) 
4 = 1427 
1500-++-550 5 
Profits liable .. os ee 19 


Gross relevant distributions £2,500 
Profits before abatement 
plus franked investment 


income 2,050 
Excess oe ee oe 450 
45° 
Net relevant distribution 523 
—— 
Profits tax, £73 at25p.c. .. £18 5 Oo 
Distribution charge, £450 at 
15 p.c. ee ° 67 10 oO 


£85 15 0 


Political Propaganda and Expenses 
To be an allowable deduction for income 
tax purposes an expense must be dis- 
bursed wholly and exclusively for the 
purpose of the trade, whether profits 
eventuate or not. There is little if any 
doubt that expenditure with political 
motives, such as donations to the parties 
or propaganda such as that against 
nationalisation, cannot be brought within 
the “wholly and exclusively ” provision. 
No cases directly bearing on the point can 
be traced, but a Privy Council decision 
under New Zealand law is similar, where 
it was decided that propaganda expenses 
were not deductible though incurred in 
defending rights (Ward v. U.LR., 1923, 
1 A.C. 145). 

It is understood that the Inland Revenue 
are now attempting to regard such expendi- 
ture by director-controlled companies as 
distributons applied for the benefit of 
proprietors. In our view such a claim 
should be resisted. We must again com- 
ment upon the increasing tendency of the 
Department to strain words in the inter- 
pretation of Acts of Parliament against 
the taxpayer. If there is doubt in a taxing 
Act, it should be resolved in the taxpayer’s 
favour until amended by Parliament. 


It is true that Section 36, Finance Act, 
1947, defines distribution as including in 
the case of a director-controlled company 
“an amount... applied . .. for the 
benefit of any person ...,” but Section 35 
limits gross relevant distributions to the 
“total distributions to the members” of 
the company, “not being distributions 
allowable as deductions in computing the 
profits.” 

It would seem that the Revenue are 
trying to twist the latter round to read as if 
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any sum not allowed as a deduction was 
to be regarded as a distribution, which is 
not at all what the Act says. 

The definition of distribution is very 
wide, but the important point is what 
constitute gross relevant distributions. 
Many “ distributions ” are not “ relevant ” 
ones; only those made to the members are 
relevant. Indirect payments do not seem 
to fit. If directors undertake such expendi- 
ture, intra vires the company and their 
powers, it is arguable whether the payments 
are for the benefit of members as members. 
And is it suggested that there may be a 
difference between a company controlled by 
its directors and one that is not? We hope 
that the amounts involved will not (as the 
Law Journal fears in a recent issue) be 
insufficient to warrant an appeal; those con- 
cerned might get together. The Law Journal 
points out that this Revenue attitude has not 
been applied to charitable subscriptions. 


Redemption of Land Tax (Englan 
and Wales) : 


The Commisioners of Inland Revenue 
have followed what has become a welcome 
practice by issuing Explanatory Notes on 
the compulsory redemption of Land Tax 
under the Finance Act, 1949, and the 
Regulations issued thereunder. The notes 
also deal with voluntary redemption. As 
usual, it is stated that the notes have no 
binding force and do not affect in any 
way the construction of the Acts and Regula- 
tions. Copies are available in the offices of 
Collectors of Taxes in England and Wales. 

Part I is a brief note on compulsory 
redemption; Part II is an amplification of 
Part I, necessarily expressed in more 
technical language, as it deals in some 
detail with the Act and Regulations, 
Part III deals with voluntary redemption. 

As is usual, the notes are very clear, 
and anyone interested should see that he 
has a copy. It is not proposed to review 
the pamphlet in detail, as in earlier issues of 
AccounTANcy we have already dealt with the 
changes in the law and with the Regulations. 

We do think it will interest readers, 
however, to study the following table at the 


foot of this page, showing who is liable for 
redemption money in a number of typical 
cases, 

The redemption money becomes a charge 
upon the property as a land charge of Class 
B within the meaning of the Land Charges 
Act, 1925 (but not as an Inland Revenue 
charge within Section 59, Land Registra- 
tion Act, 1925), and is enforceable by the 
Commissioners of Inland Revenue under 
the Law of Property Act, 1925, and other- 
wise as if they were mortgagees by deed, 
having powers of sale and lease and of 
appointing a receiver. 

It is important to emphasise that where 
property changes hands on death, the 
property is exonerated from land tax if 
the deceased’s estate has a principal value 
less than £2,000. 


The Tucker Committee—Further 
Hearings 

In the Jast issue of AccouNTANCY (pages 
g1-92) we reviewed the session of the 
Tucker Committee devoted to deprecia- 
tion. The following meeting of the commit- 
tee, held on March 6, 7 and 8, was devoted 
to admissible and non-admissible expendi- 
ture in computing profits for tax, and we 
survey this meeting in our editorial 
article on page 114 of this issue. At the 
opening of that session, however, the 
hearings on depreciation, not quite con- 
cluded at the earlier meeting, were wound- 
up. We summarise the salient parts of this 
opening discussion. 

The corn and agricultural merchants 
indicated that in their view their buildings 
should be treated either as farm buildings 
or as industrial buildings. The motor 
agents wanted their repair workshops to 
qualify for the industrial buildings allow- 
ance. The Institute of Chartered Ac- 
countants re-expressed its attitude, in 
effect, that an allowance ought to be given 
for all depreciating assets, and a further 
allowance for enhanced costs of replace- 
ment. The committee were sympathetic 
to the Mersey Tunnel being regarded 
as an industrial building, excluding the 
cost of excavation. 


Circumstances in which property 
becomes liable to redemption 
Sale or gift of property. 
Grant of lease for 21 years or more. ; 
Surrender, forfeiture or other determination of 
long lease. 
Death of beneficial owner: 
(i) If absolute owner. 
(ii) If beneficiary under a trust for sale. 
(iii) If life tenant of settled land. 


Ownership of the property by a company, 
association or club, or by the trustee(s) of a 
charity. 
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Person liable for 

redemption money 
The new owner, that is, the purchaser or donee. 
The lessor. 
The person to whom the property reverts. 


The deceased’s personal representatives. 

The trustees or surviving trustee of the trust. 

If the relevant interest in the property was 
vested in the deceased, his personal repre- 
sentatives in respect of such settled land; 
if the relevant interest was not so vested, 
the trustees of the settlement. 

The company, association, club or trustee(s), 
rovided that no other person becomes 
iable (e.g., on a sale of the property) before 


January 1, 1954. 


Another session of the committee was 
held on March 28, 29, 30 and 31, to dea} 
with remaining questions within its terms of 
reference. We propose to review. this 
hearing in our next issue. 


Profits Tax—Change in Status from 
(or to) Whole-time Service Director 


It appears still to be the practice to adjust 
accounts having regard to the facts as they 
were during the period. For example, if, 
director was qualified as a whole-time 
service director for half the period, his 
remuneration for that half would 
allowed, and that for the other half taken 
into account for the purposes of adjustment 
where the remuneration of all director 
exceeded the maximum allowable. 


Double Taxation Relief 


A double taxation agreement has been 
concluded between the United Kingdom 
and North Borneo. The arrangement, 
which have been published as a schedule 
to a Draft Order in Council, follow the 
same pattern as the arrangements pr. 
viously made with other colonies. 


BUDGET REPRESENTATIONS 


THE SPECIFIC PROPOSALS OF THE NATIONAL 
Union of Manufacturers, in its Budget 
representations to the Chancellor of the 
Exchequer, are threefold. First, failing the 
complete repeal of the profits tax, the 
allowable remuneration for working direc- 
tors of a _ director-controlled company 
should be doubled, to £5,000, with the 
alternative maximum of 15 per cent. of the 
profits, up to a limit of £15,000, as at 
present. Second, the serious consequences 
for the smaller and family businesses of the 
high level of death duties should be miti- 
gated—in what precise manner will be 
suggested by the Union in a later memoran- 
dum, but in the meantime, it is implied that 
the rates of duties should be lowered. Third, 
as a preliminary step, purchase tax should 
be reduced to a maximum rate of 33$ per 
cent., the present 66% per cent. and 100 
per cent. rates being cancelled. The main 
arguments put forward for this reduction 
are that the tax impedes a steady flow of 
orders from traders and places a financial 
strain on manufacturers, while the differ- 
ences of rates in the present scale of the tax 
create serious administrative difficulties. 


The proceedings of the recent session of the 
Tucker Committee dealing with depreciation a 
Surther considered in our Editorial on page 14 
of this issue. . 

The following are discussed in Professional 
Notes on page 112: Revenue Business in 
High Court ; Income Tax and Family Allow- 
ances. 
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The Student’s Tax Columns 


DEDUCTION 


DEDUCTION AT SOURCE 


THE FIRST ARTICLE IN THIS SERIES, PUBLISHED IN THE 
March issue of AccouNnTANCY (pages 97-98), introduced 
the student to the study of income tax. 

We must now digress a little to consider a most important 
fature of the system of taxation in the United Kingdom, 
me that has prevented much avoidance of liability. 
We have already indicated the desirability of concen- 
rating on income rather than on the person who enjoys 
hat income. Now let us go a stage further. As soon as 
income emerges from a source it must be taxed, and the 
charge is normally made as soon as it so emerges, even if 
the emergence is not in the hands of the person who will 
enjoy the income. 

Thus, under Schedule A the charge is normally made 
on the occupier of the property, and he has to pay. On 
profits, the charge is made on the owner of the business, 
and he has to pay, despite the fact that he may have to 
pay out of those profits interest on a loan. Income has 
arisen and tax on it is collectible at once. Obviously, 
therefore, machinery is necessary to ensure that the tax 
is borne by the person who enjoys the income in respect 
of which the tax is paid. The machinery is there; when 
the occupier pays rent he is entitled to deduct the appro- 
priate tax and thus pass on the burden with the income. 
Similarly, the business man paying interest is entitled to 
deduct the tax thereon, so that he only bears tax on the 
income he retains. 

To complete the system, the situation has to be provided 
for where the payer of interest has not enough income 
in the year to meet it. In that case he still has to deduct 
tax, and as the income is insufficient to cover it an 
additional assessment is made on him to collect the tax 
on the excess of the amount of interest paid over the 
amount of his income. 

This is known as “‘ deduction at source,” and the person 
who receives income under such deduction is given credit 
for the tax paid when his liability is considered. 

Schedule C is a good example. The agent is assessed 
a the income first emerges from the source in his hands. 
He then deducts the tax when paying over the income to 
the recipient. 

For various reasons there are instances of income 
«xempted from assessment at source: then the person who 
will enjoy the income receives it in its gross state and he 
has to be assessed. These instances will emerge in our 
survey later on. 


THE OFFICIALS 


At this point it will be as well to consider the various 
'ypes of officials, etc., concerned with income tax. Here 


OF TAX, ETC. 


we set out only the general position, their full duties 
can be studied in various text-books or in the Acts. 

(a) The Commissioners of Inland Revenue (C.I.R.). These 
are civil servants appointed by the Treasury. Any two 
or more constitute the Board of Inland Revenue. They 
control the machinery of the income tax (and of other 
duties levied by the Crown) and its collection. 

(b) Inspectors of Taxes. These are also civil servants, 
who represent the Commissioners of Inland Revenue. 
Their staffs are also civil servants. The country is divided 
into districts, each containing a number of parishes. 
The Inspector of Taxes in charge of the district is answer- 
able to the Board of Inland Revenue for the administration 
of tax in that district. He issues the forms on which the 
taxpayer returns his statement of income, and on receipt of 
these completed returns he examines them and in practice 
usually agrees the liability with the taxpayers or their 
advisers. He recommends assessments, and in the event 
of disputes he represents the Revenue at the hearing of 
any appeal by the taxpayer, unless the facts are such as 
to require the solicitor’s department to take over. The 
Inspector also deals with claims for repayment, watches 
for errors or evasions, acts as adviser to those who seek 
help, and is the general “ maid of all work.” 

(c) Collectors. These are civil servants appointed by 
the C.I.R., except in a few special cases. Their function 
is obvious. ; 

(d) General or District Commissioners. ‘These are local 
men, possessing a property qualification, serving in an 
honorary capacity, and constitute a “ jury” between the 
Crown and the taxpayer. They appoint their clerk 
(usually a solicitor or accountant), and examine and (if 
they appear to be correct) sign and allow the assessments. 
Their clerk issues assessment notices to the taxpayer, 
giving him 21 days in which to appeal if he so desires. 
They may appoint Additional Commissioners to deal with 
Schedule D assessments (other than appeals). 

(e) Special Commissioners. ‘These are civil servants, 
appointed by the Treasury, and are highly skilled in the 
Acts and their machinery. They manage the sur-tax 
completely, make assessments under Schedule D and 
hear appeals thereon where the taxpayer elects to go to 
them in preference to the General Commissioners, and 
deal with other matters provided for in the Acts. 

(g) Board of Referees. These are business men empanelled 
for special purposes such as hearing appeals as to the rate 
of allowances for wear and tear of machinery and plant. 
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SOME DATES 


Every person liable to pay income tax, and every one 
who is served with a notice requiring him to do so (whether 
he is liable to pay any tax or not), must make a Return 
of his income. A form for this purpose is issued in April, 
and on it the recipient must enter his income from each 
source for the year ended on April 5. This Return is sent 
to the Inspector of Taxes, who examines it and will write 
to the taxpayer (or his accountant if one is appointed) 
on any queries that arise. The Inspector then recommends 
the assessments and about September the clerk to the 
Commissioners issues the assessment notices. Anyone 
served with an assessment notice can appeal against it 
within 21 days by writing to the Inspector of Taxes, who 
will then try to reach agreement. If this fails, the appeal 
will be put down for hearing, and at the hearing the 
Appeal Commissioners (whether General or Special) will 
hear both sides and arrive at a decision. If no appeal is 
made, the assessment becomes final and binding. Similarly, 
the decision of the Commissioners on appeal is final and 
binding, except that, on a question of law (that is, interpre- 
tation of the Acts), the appeal may be pursued to the 
Courts. On a question of fact, however, the Courts cannot 
interfere, unless they hold that there was no evidence on 
which the Commissioners’ finding of fact could have been 
founded. 

If agreement is reached without a hearing, this has the 
same effect as a determined appeal. 

The income tax is then due for payment on or before 
January 1 in the year of assessment, except in the case of 
earned incomes of individuals and partners, when the 
tax is due in two equal instalments, the first on January 1 
and the second on the following July 1. 

This does not apply to Schedule E, where the tax is 
deducted from each payment of salary, etc. The employer 
must pay over the amount so deducted each month. 

On an appeal, any tax due and not in dispute must be 
paid. If the tax is not paid within three months, interest 
is charged from the due date if the tax on the assessment 
is over £1,000. 


STATUTORY TOTAL INCOME 

For some purposes it is necessary to ascertain the total 
amount of a person’s income. This is the summation of 
his assessments for the year of assessment, plus all income 
receivable in that year under deduction of tax, minus 
annual payments, for example, ground rent, interest on 
loans, etc., payable in that year. The result is termed the 
* statutory total income,” and is the income he has left 
for himself, calculated under the statutory rules. 


EARNED AND UNEARNED INCOME 
Earned income comprises, briefly: 

(a) All remuneration from an office or employment of an 
individual; 

(6) Any pension or similar payment in respect of the past 
services of an individual, or the husband or parent of an 
individual ; 

(¢) Any income from property forming part of the emoluments 

of any employment held by an individual; 


(d) Any income charged under Schedule D derived by 
an individual from carrying on his trade, profession op 
vocation, either as a sole trader or in partnership, 

(e) Civil list pensions. 

All income received by a company is regarded as 

unearned. The distinction between earned and unearned 

income is usually easy to draw, but is important, as jt js 
an axiom of our system of taxation that earned income 
should be more lightly taxed than unearned. 


HUSBAND AND WIFE 


So long as a wife is living with or maintained by her 
husband, her income is chargeable on him, and he js 
liable to pay the tax. The income will be measured 
(assessed) according to the source, but the machinery at 
that point switches over the assessment to the husband, 
unless a claim is made for separate assessment. Even 
then, if the wife does not pay, the husband is liable. 

If they separate, however, each will be assessed as a 
single person. 


DEFAULTING FOREIGN DEBTORS 


IT Is TOO OFTEN ASSUMED THAT BRITAIN HAS LIQUIDATED 
the bulk of its foreign investments. The assumption is not 
only invalid—in 1948 interest, profits and dividends from 
overseas brought in £153 million—but also dangerous. It 
is liable to lead to complacency when foreign borrowers 
default and apathy towards attempts to obtain fair treat- 
ment for the British lender. 

Neither complacency nor apathy is to be found in the 
Corporation of Foreign Bondholders, a most energetic 
body which continues unabated the struggle for proper 
treatment of British holders of foreign Government, State 
and Municipal obligations issued in the United Kingdom. 
As a corrective of mistaken ideas about the importance of 
British investments abroad, the council points out in its 
report for 1949 that the categories of debts with which it 
alone is concerned—that is, excluding obligations of the 
Dominions, India, the Colonies and the Protectorates and 
all commercial stocks and debts—produce annually about 
£13 million in foreign exchange. This sum is obtained on 
capital of about £220 million. 

There is still complete default on capital of nearly £500 
million in the obligations with which the corporation con- 
cerns itself. The year 1949 was disappointing. While there 
was no addition to the list of countries defaulting on their 
external debts, little progress was made towards obtaining 
anything for holders of debts in default. The prospects of 
creditors of Germany were slightly eased by the Govern- 
ment’s decision to apply German assets in the hands of the 
Custodian of Enemy Property, to the modest extent 1 
which they may contribute, to the benefit of British 
creditors. But no settlements were reported with defaulters, 
though the report gives a full account of efforts made by the 
council to obtain satisfaction from a large number o 
debtors. 
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Publications 


pesiGN OF ACCOUNTS. By F. Sewell Bray, 
$CAy F.S.A.A., and H. Basil Sheasby, F.c.A., 
ssa. Third edition. (Published for the 
Incorporated Accountants’ Research Committee 
jy Oxford University Press. Price 15s. net.) 

“To all those interested in the make-up of 
counts and balance sheets, whether as 
xcountant, auditor, director or inspector 
or as beneficiary, partner, proprietor or 
investor, the two editions of Design of 
Acounts already published for the Incor- 
porated Accountants’ Research Committee 
have proved of inestimable value, both in 
ofering a simple, concise and logical 
basic set-up for accounts with a minimum 
of uniformity ‘and in showing how the 
interpretation of accounts with such basic 
design is made simpler and yet more 
penetrating and so of greater help to 
management and to the general public. 

When Marcus Aurelius said “‘ The past 
is gone, the future still unseen ” he might 
well have been speaking of the third 
edition of Design of Accounts. This edition, 
greater by 102 pages than the second 
edition, is proof not only of the past 
popularity of this book but of its present 
and future usefulness. ‘The authors have 
brought it up to date by giving “ specimen 
forms of company accounts specificially 
related to the Companies Act of 1948,” 
and revising the letterpress; and they 
suggest future trends by including a series 
of operational statements which show the 
underlying principles of standard costing. 

The specimen forms of company accounts 
are adequately supported by quotations 
from the relevant Sections of the Act; 
and the alternate narrative form of balance 
sheet and of profit and loss account are in 
line with modern accounting technique 
in the U.S.A. 

The specimen farm accounts leave 
much to be desired, but for this design 
the authors are not responsible. 

One of the main objects of the Incor- 
porated Accountants’ Research Committee 
8 “to develop and improve the technique 
of accounting broadly conceived, both as 
regards professional practice and in its 
application to industry and commerce ”; 
and this book underlines that object by 
emphasising the need for fluidity and for 
Progressive thought in accounting tech- 
nique. 

: A minor criticism is that the words 

Incorporated Accountants’ Research 
Committee ” are omitted from the cover. 


The reviewer would suggest that hospital 
accounts under the new health service 
could be a source of future and most 
helpful research. Another suggestion is 
that items under various headings in 
trading and profit and loss accounts might 
well be arranged alphabetically, as is 
frequently done in the U.S.A.—a more 
logical sequence than the somewhat arbi- 
trary arrangement adopted in most ac- 
counts. And lastly, could not the title of 
future editions, of which we hope there 
will be many, be Design for Accounts, with 
its hint of the future, rather than Design of 
Accounts, with its suggestion of the past ? 

P. E. M. R. 


GRouP accounts. By D. J. Bogie. (Jordan 
and Sons, Ltd., London. Price 3 guineas net.) 

Dr. Bogie’s book is to be welcomed as 
an addition to the small number of works 
in this country on the increasingly important 
subject of group accounts. The book con- 
tains as many as 52 worked examples 
illustrating and amplifying the discussion, 
many of these of considerable length and 
complexity. Most of these examples are 
accompanied by simple diagrams which 
readers who think pictorially will find 
useful in visualising inter-company struc- 
tures. 

The problems which face the accountant 
about to draw up a set of group accounts 
fall broadly under two heads: (a) matters 
of general principle, and (6) difficulties 
arising out of the complex book-keeping 
adjustments necessary. Dr. Bogie has 
approached problem (4) in an interesting 
way. He has dispensed with the usual 
columnar consolidating adjustments, pre- 
ferring to prepare the consolidated balance 
sheet in three steps: 

(i) Individual company balance sheets 
are adjusted as necessary through 
the medium of journal entries and 
put into a standard form. 

The standard adjusted balance sheets 
are then arranged in columnar form 
and aggregated. 

The consolidated balance sheet is 
prepared from the aggregated figures, 
the final adjustments for minority 
interests and “ goodwill ” or capital 
reserves arising on consolidation 
being made at this stage. 

This procedure has the advantage of 
enforcing a systematic approach, the 
balance sheet of each member of the 


(ii) 


Gi) 


group being tackled in turn and its house 
being, so to speak, put in order before the 


final aggregation. One feature on which 
the author lays stress is that the adjustment 
for pre-acquisition profits and reserves of 
subsidiaries should be made in the balance 
sheet of the company by whom the shares 
are held. Dr. Bogie claims that this 
treatment simplifies the work of con- 
solidation, particularly in the case of cross- 
holdings, since all reserve balances of 
subsidiaries can then be treated as available 
for distribution from the holding company’s 
point of view. To some, however, this 
method may well be confusing. 

It is on matters of general principle that 
Dr. Bogie’s book seems likely to arouse 
more criticism. This perhaps is to be 
expected for, as the author himself points 
out, there is as yet no complete set of 
generally agreed conventions for the pre- 
paration of consolidated accounts. Since 
the preparation of the accounts of each of 
the individual companies which are being 
consolidated will involve conventional esti- 
mates and the exercise of judgment, the 
consolidation is often likely to give rise to 
intractable problems of valuation and 
allocation. 

The reviewer finds it hard to under- 
stand, for instance, why the author recom- 
mends so strongly (pages 6 and 36) that 
dividends received from a_ subsidiary 
should be applied in the first instance in 
writing down to the extent of that sub- 
sidiary’s pre-acquisition profits the cost 
of the investment in the parent company’s 
books even though the dividends be paid 
out of post-acquisition profits. This seems 
to be tantamount to saying that invest- 
ments are best carried at their par value, 
even though in fact they are worth more. 

Again, Dr. Bogie suggests that where 
fixed assets of an acquired subsidiary are 
known to be under-valued in the latter’s 
balance sheet, the purchase price having 
allowed for this, depreciation on the 
excess value cannot be regarded as a 
charge against group profits (unless, indeed, 
it has been provided in the individual 
accounts), since to do so would cause the 
consolidated profits to diverge from the 
sum of individual profits shown in the 
legal accounts of each company. Such 
depreciation should, says Dr. Bogie, be 
debited to capital reserve or “cost of 
control”’ (page 69). This is surely in 
effect to say that depreciation cannot in 
such cases be provided at all, and to accept 
that group profits shall be correspondingly 
over-stated. 

One can also disagree with Dr. Bogie’s 
treatment (page 96) of the problem of 
stock known to be under-valued in sub- 
siciaries’ balance sheets at acquisition date. 
His choice of words suggests (though, no 
doubt, this is not intended) that if such 
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stock is sold before being written-up in a 
subsequent balance sheet the whole of the 
book profit can be regarded as revenue. 

It would be ungracious to carp further 
in respect of a book into which the author 
has obviously put so much work. Two 
legal points, however, perhaps merit notice. 
The cases quoted on page 6 (Verner, by the 
way, is misprinted) are certainly not 
authority for the principle that the depre- 
ciation of fixed assets is never necessary, 
as seems to be here implied. Secondly, no 
doubt following the over-ruling of the 
Metcalfe case in Scottish Insurance Corporation 
v. Wilsons and Clyde Coal Co. (1949), 
Dr. Bogie will, in his next edition, amend 
his comment on page 243 regarding the 
rights of preference shares to share in 
surplus assets. 

To sum up, this work provides sub- 
stantial scope for readers who are interested 
in the problems of group accounts and are 
prepared both to do some thinking and to 
follow Dr. Bogie through his extensive 
examples. It is no book for a lazy reader. 
H. C. E. 


FINANCIAL CONTROL FOR THE SMALL MANU- 
FACTURER. By Francis Simmonds, F.c.w.A., 
A.M.LL.A. (Jordan and Sons, Lid., London. 
Price 15s. net.) 

The value of a system of standard costs 
and their complement, budgetary control, 
‘is now well recognised. Most text-books 
on the subject, however, appear to be 
written for the benefit of the large-scale 
manufacturer and are too detailed and 
complicated to be understood and applied 
by the man with a limited knowledge of 
cost accounting methods. Yet the princi- 
ples involved are simple, and it is refreshing 
to find in Mr. Simmonds’s little book an 
easy guide to the basic principles of financial 
control which can be readily understood 
and applied by the small manufacturer, 
for whom the book is primarily intended. 

He is told in plain language how to 
forecast his cash balance, stock position 
and book debts, and why these forecasts 
are so important as an aid to the manage- 
ment of his business; how, by means of 
forecasts, based primarily on the sales 
budget, production can be planned, over- 
head expenses kept in bounds and net 
profit assured. Specimen budgets and 
production operating statements of a 
typical manufacturing concern are clearly 
illustrated in the appendices (which are 
conveniently arranged so that they may 
remain open for reference purposes whilst 
reading the text), and the problems which 
the manufacturer is thereby enabled to 
solve are adequately explained. 

The author exposes the deficiencies of 
historical cost data as a basis for calculating 
the charge for depreciation of machinery 
in these days of changing money values 
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and the present depreciation of the pound. 
He also points out that the fixed overheads 
of an only half-filled workshop can very 
easily convert a budgeted profit into an 
actual loss and that when faced with this 
situation the manufacturer may well find 
it to be sound policy to reduce normal 
selling prices to any figure which exceeds 
the cost of material and direct labour, 
since, if profits cannot be maintained, part 
at least of the losses which would otherwise 
be made on the overheads would be thereby 
recovered. This principle is expanded in 
detail in an admirable chapter dealing 
with the relative profitability of the products 
made. It is clearly demonstrated that the 
measuring rod which the manufacturer 
must use for this purpose is not the per- 
centage of net profit on the selling price, 
as might be normally supposed, but the 
percentage which the fixed overheads and 
net profit taken together bear to the 
selling price. 

The great merit of the book lies in its 
clear exposition, without the undue use of 
technical terms, of a subject which is so 
vitally important to the manufacturer if 
he is to run his business successfully. w. R. 


BUILDING SOCIETY ACCOUNTING. By Robert 
Stoddart, M.A., LL.B., C.A. (Franey and Co., 
Ltd., Graham House, Tudor Street, London, 
E.C.4. Price 7s. 6d. net.) 

Very few books have been published on 
building society accounting. The latest, 
by Mr. R. Stoddart, is a welcome addition. 
Mr. Stoddart, who is the Manager and 
Secretary of the Dunfermline Building 
Society, has been assisted by Mr. J. H. 
Robertson, c.A., a General Manager of 
the Abbey National Building Society, and 
as the book is published on behalf of the 
Building Societies Institute it may be 
regarded as an authoritative work. 

As mentioned in the foreword to the 
book, the reader is assumed to possess a 
knowledge of advanced accounting prin- 
ciples. Nevertheless, a comprehensive 
survey is made of the books of original 
entry. 

In dealing with investors’ accounts 
reference is made in some detail to such 
matters as the different classes of shares, 
share certificates and passbooks as alternate 
forms of evidence of title. Drafts of 
suggested lay-outs for shareholders’ and 
depositors’ accounts are given, as well as 
methods of preparing regular statistical 
records. 

The chapter devoted to borrowers’ 
accounts gives a brief explanation of the 
different types of mortgage advances, 
such as ordinary repayment and standing 
mortgages, those worked in conjunction 
with an endowment assurance policy, 
loans in excess of the normal supported 
by collateral security, and so on. This is 


followed by the accounting procedure i. 
connection with the insurance of mo 
securities, borrowers’ repayments and ree 
demptions, the control of arrears, Properties 
in possession and receiverships, 

Early in the book the author points oy 
that the most important factor controllip 
the book-keeping system of socicties is tha 
they are required to make an anny] 
return to the Registrar of Friendly Societies 
in the prescribed form, and this is cop. 
stantly borne in mind throughout the 
volume. The chapter dealing with th 
profit and loss, appropriation, investmen 
and reserve accounts, and the one devoted 
to the balance sheet, draw attention to the 
essential points which must be observed in 
order to conform to the requirements of 
Form A.R.II, including the differentiation 
between liabilities, provisions and reserves, 
and the treatment of interest, dividends 
and bonuses to shareholders. 

Other chapters cover mechanised a¢. 
counting, branch accounts and details jn 
connection with a system of internal 
check. One of the most important is that 
which describes the basis of assessment 
of building societies to income tax under 
Arrangement 13A. The method of com 
puting liability to income tax and profi 
tax is dealt with at length. 

By permission of the Chief Registrar 
of Friendly Societies, the statutory form of 
annual account and statement which 
societies have to render is reproduced in 
full as an appendix; it will be of the greatest 
interest to students, who may have few 
opportunities of studying Form ARI 
in the ordinary course of their duties, 

The book is clearly and concisely written 
and well illustrated with numerous speci- 
men forms of accounts and records, and 
fittingly concludes with an organisation 
chart for building society accounts. It 
should be of the utmost value not only to 
students sitting for the examinations of the 
Building Societies Institute but also t 
executives and their staffs, as well as those 
engaged in the audit of building society 
accounts. 8. W. H 


BOOKS RECEIVED 


BOOK-KEEPING AND accounts. A text-book 
for students. By L. Cuthbert Cropper, 
F.c.A., F. D. Morris, F.c.a., and A. K 
Fison, B.A., F.C.A. Nineteenth edition 
(Macdonald & Evans, London. Price 9s. 64. nt) 


CREDITS AND COLLECTION IN THEORY AND 
PRACTICE. By Theodore N. Beckmal, 
PH.D., and Robert Bartels, px.p. Fifth 
edition. (McGraw-Hill Book Company, Inty 
New York, Toronto and London. Price 515.) 
CONTROL THROUGH accounts. By J. # 
Burton, F.S.A.A., F.I.M.T.A., F.R.ECON.S. 

& Co. (Publishers), Ltd., London. Price 8. 6 
net.) 
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FINANCE 


The Month 


Quotations and Dividends 


Last MONTH'S REVIEW CARRIED THE STORY 
yp to the point at which prices had fallen 
considerably as a result of the general 
dection results. The virtual stalemate 
in the House of Commons means that 
almost anything can happen, so that the 
market outlook is very uncertain. During 
March we have had the supplementary 
estimates for the financial year now 
ending and the Vote on Account White 
Paper for the financial year about to begin. 
Both show Government expenditure at 
levels which can be nothing but alarming 
to investors. It will be decidedly difficult 
to avoid a fresh bout of inflation. These 
considerations, with the probability that 
caims for higher wage rates will now be 
pushed with vigour, make it hardly sur- 
prising that the very modest decline in all 
fixed-interest stocks experienced in February 
should have gained some momentum in 
March. The indices compiled by the 
Financial Times, comparing February 23 
with March 22, are: fixed-interest securities, 
a fall fom 121.25 to 120.41, and Govern- 
ment securities, a fall from 105.56 to 
104.30, The yield on 2$ per cent. Consols 
rose from 3.53 to 3.64 per cent. during 
the period. 

The further improvement in prices of 
gold-mining shares is only the obverse 
of the general downward movement in 
fixed-interest securities. Indeed, it is 
rather surprising that the rate of rise 
should have slowed down; the indices for 
the two dates are 133.05 and 133.72 
respectively. As was to be expected, 
holders of British industrial ordinary shares 
have been less fortunate than owners of 
gold-mining shares. The index of ordinary 
share prices dropped from 108.0 to 104.5 
over the month, the figure for March 22 
being lower than two months before. 
This is a plain indication of the investor’s 
distrust of the future. The position has 
sarcely been affected by the fact that in 
the past few weeks a number of companies, 
or the most part of some importance, 
have declared increased dividends. Each 
of these companies seemed to have good 
masons for making its decision. There 
does not seem to be much likelihood of 
their action becoming general; most com- 
patuies are likely to retain any increase in 
Profits for the financing of re-equipment 


in the City 


or expansion and of increases in stocks. 
The story of past performance in this 
respect is conveniently summarised by 
the figures of The Economist covering 2,458 
public companies. These show for 1949 
as against 1948 a rise in allocations to 
depreciation and other reserves of £50 
million, accompanied by a fall in ordinary 
dividends of £400,000. Nevertheless, there 
is no reason, moral or otherwise, why 
there should not be selective dividend 
increases, the more so since it is evident 
that a number of reductions will occur. 


The Yield Spread 


If it were not for uncertainty about both 
the industrial future of the country and 
the course of interest rates, one would be 
tempted to suggest that the present would 
not be a bad moment to pick up some 
cheap stock. Restricting the choice to 
stocks and shares which over the years 
are considered to be among the best 
investments in their class, one could, in 
the days of Mr. Dalton, obtain a range of 
yields from 2} per cent. to half as much 
again. Now the lower limit is 3} per cent. 
and the upper 5 per cent. on “ blue chip ” 
equities for which the immediate outlook 
is excellent, or 6} per cent. and more for 
those which look like running into difficult 
weather but whose longer-term prospects 
are probably very good. If the price 
falls go much further buyers are likely 
to come in. This appears particularly 
likely to happen in the case of the shares 
of some of the iron and steel concerns 
specialising on the later stages of the 
productive processes. It is too early yet 
for any large-scale buying movement, 
but when the time comes opportunities 
offered to the investor will be much wider 
than they were under the régime of ultra- 
cheap money. Possibly the Budget will 
make it a little less difficult to see one’s 
way. But there is a growing expectation 
that it will be a “ soft ” budget rather than 
a “hard” one. That would mean more 
inflation. 


I.C.1. in the U.S.A, 

Subject only to the consent of share- 
holders in’ the American company, Im- 
perial Chemical Industries is to raise 
some $3.5 million from the Guaranty 
Trust Company of New York and to 


expend it in buying a controlling interest 
—between 66 and 75 per cent.—in Arnold, 
Hoffman and Company, a concern with 
more than a century’s experience in the 
American chemical industry. The object 
is twofold: to obtain a ready-made organ- 
isation for the sale of such I.C.I. products 
as can leap the American tariff wall and 
to secure a share in the manufacture and 
sale of products behind the wall. The 
intention is that in due course I.C.I. will 
make available patents and processes in 
connection with dyestuffs, intermediate 
products and other organic chemicals, in 
exchange for royalties and fees. These, 
together with a share in the profits of the 
enterprise, are expected to add appre- 
ciably to the flow of dollars to this country. 
Among the advantages of the scheme is 
that both I.C.I. and this country are 
spared the high initial cost of building 
up from scratch an organisation in the 


U.S.A. 


BOOKS RECEIVED 


PALMER’S EXAMINATION NOTEBOOK FOR 
ACCOUNTANCY AND SECRETARIAL STUDENTS. 
By Alfred Palmer, A.s.A.A., F.c.c.s. Seventh 
edition. (Gee @& Co. (Publishers), Lid., 
London. Price 12s. 6d. net.) 

SIX ENGLISH ECONOMIsTs. By T. F. Kinloch, 
M.A. Fourth edition. (Gee @ Co (Pub- 
lishers), Ltd., London. Price 6s. net.) 

Second Supplement to Murray & Carter’s 
GUIDE TO INCOME TAX PRACTICE (Sixteenth 
edition). By Herbert Edwards, m.a., and 
Alan M. Edwards, B.com., F.c.A. (Gee & Co, 
(Publishers), Lid. Price 7s. 6d. net.) 

Mozley & Whiteley’s Law DicTIONARY. By 
P. Asterley Jones, Lu.B., M.P., Solicitor, and 
J. C. Fisher, 8.a., Barrister-at-Law. Sixth 
edition. (Butterworth G Co. (Publishers), 
Ltd., London. Price 17s. 6d. net.) 

THE REGISTER OF REGISTRARS, 1950. Edited 
by M. E. Day. Second edition. (Day's 
Publications and Services, Ltd., 93-94, Chancery 
Lane, London, W.C.2. Price 35s. net.) 
PRACTICAL NOTES ON THE LAW OF INCOME 


Tax. By A. G. McBain, c.a. (Sweet © 
Maxwell, Lid. Price 12s. 6d. net.) 

COMPANY LAW IN A NUTSHELL, By Barry 
Chedlow, Barrister-at-Law. (Sweet @& 


Maxwell, Lid., London. Price 6s. 6d. net.) 
EXECUTORSHIP LAW AND ACCOUNTS. A 
Manual for Intermediate Students. By 
Charles E. Perry, F.c.A., F.S.A.A., and O. 
Griffiths, M.A., LL.B., Barrister-at-Law. 
Ninth edition, revised by S. C. Hough, 
A.B. (Textbooks, Ltd., and The British 
College of Accountancy, Lid., London. Price 
155. net.) 

QUESTIONS AND ANSWERS AND SECRETARIAL 
practice. By G. K. Bucknall, A.c.1s. 
Ninth edition. (Sir Isaac Pitman & Sons, 
Ltd., London. Price 8s. net.) 
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Legal 


Construction of wills 

Several useful decisions have recently 
been given on the construction of wills. 
In re Price (1950, 1 A.E.R., 338) Romer, J., 
held that the word “ belongings” does 
not include real property unless, perhaps, 
there is something in the will or in the 
circumstances to indicate the contrary ; 
and in an unreported case (see The Times 
of February 25, 1950), thc same learned 
Judge held that, prima facie, “ shares” of 
a certain company included stocks of that 
company. 

In re Birkett (1950, 1 A.E.R., 316) 
Danckwerts, J., had to consider the effect 
of a bequest “to the children of my 
deceased sister T. and F.H. absolutely.” 
The first question was whether the bequest 
was to F.H. herself or to her children. 
The learned Judge said that upon the 
authorities it was plain that prima facie 
F. H. herself was meant, and that this 
interpretation was supported by the par- 
ticular facts of the case. The second ques- 
tion was whether F.H. and the two 
children of T. took per capita (when each 
would get one-third) or per stirpes (when 
F.H. would get one-half and the two 
children would divide the other half 
between them); the ruling on this was 
that there was a presumption in favour 
of a per capita construction, but that this 
could easily be displaced by the context. 
Here F. H. was of the same generation as 
the testatrix and T., and had also laid the 
testatrix under considerable obligation to 
herself. For these reasons his Lordship 
held that the phrase should be construed 
per stirpes. 

In re Fison (1950, Weekly Notes, 89), a 
testator had directed his trustees to hold 
certain shares in two companies on trust 
for his widow for life: after her death his 
sons were to be offered the shares at par 
value. During the widow’s lifetime the 
structure of the companies underwent 
radical changes, and indeed one of the 
companies was wound-up, most of the 
money received from the liquidation being 
reinvested. Romer, J., held, following 
In re Armstrong (1943, Ch.D., 400) and other 
cases, that upon the widow’s death the 
sons still retained their options to buy the 
shares in spite of the changes in the com- 
panies, and that “ par value”’ meant the 
value at par when the testator died. 
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Notes 


The same testator had also given one 
of the sons an option to purchase two 
freehold properties at specified prices. 
These properties were subject to certain 
encumbrances, and the question arose 
whether the son was a devisee (in which 
case, under Locke King’s Act, 1854, he 
would take the properties subject to the 
encumbrances) or a purchaser, who would 
take the properties free from the encum- 
brances. His Lordship held that he was 
a purchaser. 


Bankruptcy—Meaning of “‘ debtor.” 

In Theophile v. Solicitor-General (1950, 
1 A.E.R., 405) the House of Lords has 
now affirmed a decision of the Court of 
Appeal (reported under the title Re a Debtor, 
see AccoUNTANCY, October, 1948, page 240). 
T., a Rumanian subject, carried on 
business for some years in England as 
a leather merchant and had made upon 
him three large assessments for excess 
profits tax, which he did not pay. He 
then went to Eire, where he remained, 
and about the same time he disposed of 
his business in England. Over a year 
later the Crown presented a petition in 
bankruptcy against him relying on the 
Bankruptcy Act, 1914, sub-Sections 1 (d) 
and 2 of Section i:. By the former of these 
sub-Sections a debtor commits an act of 
bankruptcy if, with intent to defeat or 
delay his creditors, he remains out of 
England, and by the latter sub-Section 
the expression “debtor” includes any 
person, whether a British subject or not, 
who at the time when any act of bank- 
ruptcy was done or suffered by him was 
carrying on business in England. The 
Crown further had to satisfy the provisions 
of Section 4 of the same Act, which lays 
down, inter alia, that a creditor may not 
present a petition unless the act of bank- 
ruptcy on which it is founded has occurred 
within three months before the presentation. 

T. took two points: first, despite the 
words “‘ whether a British subject or not,” 
sub-Section 2 of Section 1 had no appli- 
cation to persons who were not British 
subjects or domiciled in England unless 
the act of bankruptcy was committed in 
England. On this point their Lordships 


refused to cut down or narrow the plain 
wording of the sub-Section. T, next 
argued that as he had disposed of his 
business by the end of 1946 he had no 
been carrying on business in England 
within three months before the presenta. 
tion, and therefore the petition was oy 
of time. As to this their Lordships referred 
with approval to the long line of case 
which has established that trading doc 
not cease “ when the shutters are put up” 
but continues until the sums due have been 
collected and the trade debis paid, |, 
their view the debt claimed in this case 
for excess profits tax was a trade debt. 
Accordingly the business had been carried 
on within three months before the presen. 
tation. The Crown was therefore entitled 
to proceed with the petition. 


Bankruptcy—Receiving order for non-payment of 
rates. 

The Court of Appeal has now affirmed 
the decision of the Divisional Court (noted 
in ACCOUNTANCY, January, 1950, page 2) 
that a sum due in respect of unpaid rates 
constitutes a good debt on which to found 
a petition in bankruptcy (Jn re McGreawy, 
1950, 1 A.E.R., 442). 


Capital or income ? 

In re Sechiari (1950, 1 A.E.R., 417) a 
testatrix had settled her residuary estate, 
which included certain stock of Thomas 
Tilling, Ltd. This company sold its 
undertaking to the British Transport 
Commission and received in exchange a 
large block of British Transport stock. 
It resolved to distribute part of the stock 
by way of a special capital profits dividend. 
As their share the trustees received £20,000 
Transport stock, and the question arose 
whether they ought to treat this as capital 
or income. Romer, J., referred with 
approval to the Privy Council decision 
in Hill v. Permanent Trustee Co. of New South 
Wales (1930, A.C., 720), and held that 
the stock must be treated as income on the 
ground that a limited company not ™ 
liquidation could make no payment by 
way of return of capital to its shareholdes 
except as a step in an authorised reduction 
of capital. His Lordship, however, left it 
open to the remaindermen to raise the 
question later whether the Court had, o 
should exercise, any jurisdiction to appo™ 
tion the dividend on equitable principles 
between income and capital. 

The decision does not, of course, neces 
sarily mean that this special dividend 
would be treated as income for income 


tax purposes. 
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THE SOCIETY OF 


Incorporated Accountants 
EXAMINATION HONOURS, 1949 paid a tribute to the Mayor for all the 
work he had done in the city. 
The Mayor of Leicester (Alderman J. W. 
a a ee ee Wale), in response, said he was proud to 


awards : 

Gold Medal for 1949 to FREDERICK 
Ernest BONNER (formerly in the Borough 
Treasurer's Department, Ealing), who 
obtained the First Certificate of Merit 
and First Prize in the Final Examination 
held in November, 1949. 

Silver Medal for 1949, and the Henry 
Morgan Memorial Prize, to WILLIAM 
SHUTTLEWORTH (with Cooper Brothers 
and Co., Liverpool), who obtained the 
Second Certificate of Merit and Second 
Prize in the Final Examination held in 
November, 1949. 

The Arthur E. Piggott (Manchester) 
Prize for 1949 to JoHN WiLLIAM BOWERMAN 
(Clerk to Mr. Norman H. Trapp, of 
Brebner, Allen & Trapp, London), who 
was adjudged to have submitted papers of 
special merit in Accountancy and Auditing 
in the Final Examination, November, 1949. 

Sir James Martin Memorial Exhibition 
in respect of the May, 1949, Intermediate 
Examination to JOHN VERTUE WILSON 
(Clerk to Mr. A. S. Hitchings, of Martin, 
Farlow and Co., London), and for the 
November, 1949, Intermediate Examina- 
tion to ALAN Georce Smart (Clerk to 
Mr. Mervyn H. Bradbury of Myring and 
Bradbury, London). 


RESEARCH AND MANAGEMENT 


AT THE DINNER HELD ON FEBRUARY 13 BY 
the Incorporated Accountants’ District 
Society of Leicester the chair was occupied 
by the President of the District Society, 
Mr. W. T. Manning, F.s.A.a. The company 
included the Mayor of Leicester (Alderman 
J. W. Wale); Lieut.-Colonel Charles H. 
in, C.M.G., 0.B.E., D.L. (High Sheriff of 
Leicestershire) ; the Mayor of Northampton 
(Councillor L. Smith, j.P.); Mr. A. Stuart 
Allen, F.s.a.A. (President, Society of In- 
corporated Accountants) and Mr. I. A. F. 
Craig, 0.8.2. (Secretary); Alderman Geof- 
fey M. Barnett; Dr. Elfred Thomas, 
Director of Education for Leicester ; Mr. 
Cecil F. Bray (President, Leicester Law 
Society); Mr. H. Kennewell, r.c.a. (Direc- 
tor, National Federation of Hosiery Manu- 
turers); and many other representatives 
of professional bodies, banks and industry. 
Councillor George Gallimore, F.s.A.A., 
Proposing the toast of the City of Leicester, 


belong to Leicester, which was one of the 
most modern cities in the country, having 
achieved its present eminence within the 
last two hundred years. 

Alderman Geoffrey M. Barnett proposed 
the toast of the Society of Incorporated 
Accountants and Auditors. Speaking as a 
barrister, he felt that accountancy was now 
in much closer touch with business than was 
his own profession. Incorporated Account- 
ants were partly responsible for the fact that 
this country stood foremost in integrity 
throughout the world. 

Mr. A. Stuart Allen, F.s.a.a. (President 
of the Society of Incorporated Accoun- 
tants), in reply, referred to reports of the 
very successful visit of Mr. Garrett to the 
Australian Congress on Accounting, where 
he represented the Society in his dual 
capacity of Secretary and Honorary Mem- 
ber. He and Mrs. Garrett had been warmly 
welcomed in all parts of Australia and in 
New Zealand. They were now in South 
Africa, and were expected home in April. 
It was hoped that the portfolio of names of 
subscribers to the presentation to be made 
to him would be a duplicate of the 1950 
List of Members of the Society which had 
just been issued. The range of Mr. Garrett’s 
journeyings was a useful reminder that the 
Society recognised no boundaries to the 
services it sought to render to the profession 
of accountancy. 

The Leicester District Society had an 
active Research Committee. They would 
be interested to hear of the recent meeting 
of members holding important positions in 
industry in Greater London with the parent 
Society’s Research Committee. It was 
hoped that these members would do 
valuable work in studying the needs of 
various types of business. 

Mr. Allen referred to the growing 
collaboration between management and 
accountancy, and particularly to the British 
Institute of Management and the proposed 
formation of local management associations 
throughout the country. The Anglo- 
American Council on Productivity was 
organising a mission to the United States 
to study works accounting and cost control 
methods; the Society had an active interest 
in the project. 

The Leicester District Society had always 
been interested in the possibility of a pen- 


sion scheme for the staffs of Incorporated 
Accountants. Considerable thought had 
been devoted to this over a lengthy period, 
but there were great difficulties owing to 
the existence of many small staffs subject 
to frequent change, and actuarial solvency 
would not be easily attained in present 
economic conditions. 

Mr. H. Rivington, F.s.A.A., proposed the 
toast of ‘“‘ Our Guests,” to which Dr. Elfred 
Thomas, Director of Education, replied. 

Mr. W. H. Fox, F.s.A.A., proposed the 
toast of the President of the District Society. 
Mr. Manning, in his response, said the 
Society had always laid stress on the needs 
of the young men. Their Students’ Section 
was more flourishing than ever before. 
Members of the Society might often obtain 
help in their difficulties by consulting older 
members. 


ASSET VALUATION AND 
SHAREHOLDERS 


Mr. Ivor P. RAY, F.s.A.A., PRESIDENT OF 
the West of England District Society of 
Incorporated Accountants, presided at the 
dinner given by the District Society at the 
Royal Hotel, Bristol, on March 10. Those 
present included The Right Hon. The 
Lord Mayor of Bristol (Alderman Percy 
W. Cann) and the Lady Mayoress; Mr. 
A. Stuart Allen, F.s.a.a., President of the 
Society of Incorporated Accountants, and 
Mr. I. A. F. Craig, Secretary; Mr. W. S. 
Scammell, mM.c., LL.B., President, Bristol 
Incorporated Law Society; Mr. W. Pep- 
perell Pitt, President, Bristol Law Students’ 
Society; the Mayor of Wells; the Mayor 
of Cheltenham; the Sheriff of Bristol 
(Mr. F. M. Arkle) ; Professor G. C. Field, 
M.A., D.LITT., Pro-Vice-Chancellor, Uni- 
versity of Bristol; His Honour Judge 
E. H. C. Wethered, 0.8.£.; and other 
guests representative of professional bodies, 
industry and finance. 

The toast of the City and County of 
Bristol was given by Mr. W. Pepperell 
Pitt. 

The Lord Mayor of Bristol (Alderman 
Percy W. Cann), in reply, said they were 
beginning to see some little alteration in 
the face of Bristol. He hoped before very 
long they would see a great improvement. 
The councillors had not been wanting in 
energy or push. Accountants, he con- 
tinued, had the power to direct the minds 
and the channels of individuals in the 
right direction and sometimes to save them 
from disaster. 

Mr. W. S. Scammell (President, Bristol 
Incorporated Law Society) proposed the 
toast of the Society of Incorporated Ac- 
countants. He referred to the “ loose knit 
bonds ” of the British Empire and compared 
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that with the bonds of allegiance and affec- 
tion which united the Society. Incorporated 
Accountants were carrying on the torch 
of the twin qualities of good faith and 
integrity. 

Mr. A. Stuart Allen, F.s.A.a., President 
of the Society of Incorporated Accountants, 
responding to the toast, said that between 
now and the middle of 1952, when the 
Marshall Aid programme would ter- 
minate, it was essential that every thinking 
person should acquire a clear understand- 
ing of the essential facts of the country’s 
position, not in isolation but in relation 
to Western Europe as a whole and to all 
those countries, particularly in the Americas, 
with whom they traded. After all, exports 
and imports were reciprocal transactions 
and were but two sides of the one medal. 

Taxation of trading profits was being 
considered by a committee under the 
chairmanship of Mr. Millard Tucker, 
K.C. Perhaps the most notable of the 
proposals so far made to that committee 
was that the basis of assessment of income tax 
should be changed to the profits of the 
actual year of assessment, instead of the 
present normal basis of the profits of the 
twelve months preceding the year of 
assessment. So far as limited companies 
were concerned, that might not make so 
much difference, for the life of a company 
was usually fairly long, but, of course, it 
would have the effect of making un- 
necessary the reserves for future taxation 
which had been an almost universal feature 
of the balance sheets of companies in recent 
years. In the case of individual traders 
and firms, however, the change would 
avoid the necessity for making all the 
complicated adjustments now provided 
for on a change of ownership of a business. 

Mr. Allen thought that the change, if it 
were adopted, would be accompanied by 
stringent provisions for payments on ac- 
count to avoid serious distortion of the 
national budget. 

Much had been said before the Millard 
Tucker Committee, and elsewhere, on 
whether provision for replacement of 
fixed assets should proceed on the basis 
of historical cost or replacement cost. 
Increased value of stock-in-trade should 
not be allowed to add to the burden of 
taxation liability so long as the quantity 
and quality of the stock remained un- 
changed. In certain Continental countries 
—in countries where the units of currency 
had suffered a sharp depreciation—con- 
cessions had been made to meet the points 
which he had just mentioned. 

While from the point of view of main- 
taining the industrial production of the 
country at the optimum level there was 
much to be said for the argument, he 
threw out the thought that in practice it 
would create many anomalies, especially 
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when one followed through its effect and 
impact upon individuals. For example, 
the holder of preference shares would 
suffer the full loss in the purchasing power 
of his capital, whereas the holders of the 
equity capital, in the shape of ordinary or 
deferred shares, would reap an advantage 
which would be distorted to a degree 
which would vary with the relationship 
between the preference capital and the 
equity capital. 

Mr. Allen said there was nothing the 
Society valued more highly than the 
collaboration, advice and assistance of 
the legal profession. Mr. Scammell had 
spoken of the need for humanity in the 
planning of the national life. With that 
plea he was in most complete agreement. 

Judge Wethered gave the toast of the 
University of Bristol, and said the student 
who essayed to become an accountant 
now had the opportunity to pursue his 
studies for his vocation in the indefinable 
atmosphere of the universities and to 
carry forward, at the same time, his general 
education. 

Professor G. C. Field (Pro-Vice-Chan- 
cellor) replied, and said the work of a 
university in a big city like Bristol was 
revivified and stimulated by contact with 
the mass of people who did the real work 
of the world. 

Mr. Ivor P. Ray, President of the West 
of England Society, welcomed the guests 
and thanked Mr. F. P. L. Roberts, honorary 
secretary, for the excellent arrangements. 
In the name of all the visitors, the Mayor 
of Wells thanked the Society, through 
Mr. Ray, for their hospitality. 


MEMBERSHIP 


THE FOLLOWING PROMOTIONS IN, AND 
additions to, the membership of the Society 
have been completed during the period 
December 13, 1949, to March 13, 1950: 


ASSOCIATES TO FELLOWS 
Barer, Edward Cecil (£. C. Barber & Co.), 
London. Burven, Ewart William (Arthur 
Daniels G Co.), Southsea. Buxton, 
Edward (Cropp, Hawkins & Co.), Stoke-on- 
Trent. Forrey, Francis George (Welch & 
Foley), London. GuatTa.ia, Shatishchandra 
Virchand (S. V. Ghatalia & Co.), Bombay. 
Hart ey, Harold, Leeds. Jones, Wyndham 
(S. F. Dudbridge & Sons), Stroud. KNow es, 
Frederick Wheatley (Henry Taylor & Co.), 
Cleveleys. Lazzart, Paul, Newcastle-upon- 
Tyne. Ma.iarp, Thomas Leslie, Oldbury. 
MarsHatt, Arthur Hedley, PxH.D., B.sc., 
City Treasurer, Coventry. Newron, William 
Spencer, Manchester. PLEwMAN, Thomas 
Leslie (Keens, Shay, Keens & Co.), Bedford. 
Price, Edward Cuthbert Barclay (S. 7. Dud- 
bridge & Sons), Stroud. Sana, Girindra 


Mohan (G. Basu Co.), Calcutta. Smamonps 
Anthony Cecil (Gedge, Ilott © McLeod) 
London. Stevens, William Ticnry, Bdg. 
ware. THORNTON, Clifford, Preston. Wapg 
Edwin John (E. S. Howard, Son & Co), 


London. Wixu1s, Albert George (A. 6. 
Willis & Co.), London. Woons, Edward 
Albert, Northampton. 

ASSOCIATES 


AcER, Joseph, with Clements, Hakim & 
Co., London. ALLEN, Alan Sidney, with 
Clifford Pugh & Co., Sheffield. ALLINSON, 
Royston Birkett, with Baker & Co., North. 
ampton. Apsey, John, with Arthur Daniels 
& Co., Southsea. ATKINSON, Walter 
Sunley, with H. H. Kilvingion, West 
Hartlepool. AxeELRop, Jerome David, with 
W. F. Ewbank & Co. and Guild, Appleton 
& Co., Liverpool. Barrup, Maurice Aubrey, 
with Peat, Marwick, Mitchell & (o,, 
Middlesbrough. Baker, Bertram William, 
with Viney, Price & Goodyear, London, 
Baker, Colin Frederick, with Sheen & Co., 
London. Batts, Oswell Wallace, with 
A. I. C. Forster & Stott, York. Barxsr, 
Walter Charles, with Payne, Stone, Fraser 
& Co., London. Barr, Albert, formerly 
with Bartfield & Co., Leeds. Barrert, 
Kenneth Russell, County Treasurer's 
Department, West Sussex County 
Council, Chichester. Barton, Arthur 
Francis, with Hilton, Sharp & Clarke, 
London. Bates, Joseph Leslie, Borough 
Treasurer’s Department, Doncaster. Bavin, 
Eric John, with Gower, Ashby & Barns- 
dale, London. Berrcu, James Alan, with 
James Todd & Adams, Manchester. Bet, 
John Hugh Leggatt, formerly with Rickard 
& Co., Southend-on-Sea. Bennett, Arnold 
Keith, with T. R. Morris, Cardiff. Bice, 
Derek Charles, with H. Bell, Southend-on- 
Sea. Brmuncuurst, Cyril George, formerly 
with H. P. Gould & Son, Norwich. 
BircHALL, Ernest John, formerly with 
Towers & Naismith, Manchester. Bisxop, 
Raymond Clifford, with Thomas May & 
Co., Leicester. BLACKMAN, Ronald Edwin, 
with Baker, Todman & Co., London. 
Brain, James David, with Fox & Oo, 
Leicester. Bonner, Frederick Ernest, 
formerly Borough Treasurer’s Department, 
Ealing. Booron,.Joseph Stanley, with 
Price, Waterhouse & Co., London. BoTsLt, 
Edward Charles, with Brown, Peet & 
Tilley, London. BrapriELp, William 
Gilbert, with Critchley & Co., Abingdon. 
Braprorb, Edward Royston, with Armitage 
& Norton, Halifax. Bray, Leslie, with 
Frank Hall, Leeds. Briecat, Leonard 
Isaac, with Clarke, Pickering & Co., 
London. BrockBank, John Edward, with 
R. Duncan French & Co., Liverpool. 
Butt, Edward Curzon James, with J. 
Hulbert Grove & Co., London. BULLING- 
HAM, Oliver, with Joshua Wortley & Sons, 
Sheffield. Burr, Donald Edwin, with 
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Binder, Hamlyn & Co., London. Busrrevp, 
Jack, with Peat, Marwick, Mitchell & Co., 
_ CxamBers, Thomas Francis, with 
Geo. Little, Sebire & Co., London. 
Cuartes, Alfred William, with Waight & 
Co., Bromley. CHHAWCHHARIA, Basudeo, 
s.com., formerly with K. N. Gutgutia & Co., 
Calcutta. Crick, Gordon Lewis, with 
Arthur B. Watts, Gregory & Co., Cardiff. 
Cuvec, Gerald Alfred, with T. Wallace 
Williams & Co., Cardiff. Coxe, Basil 
Harold, with Prior & Palmer, Nottingham. 
Cook, Stephen David, with Binder, Hamlyn 
& Co., London. Cooxe, Albert Edgar, 
with Bolton, Bullivant & Co., Leicester. 
CosteR-LONGMAN, Clifford Morris, with 
Davie, Parsons & Co., London. Cox, 
Leonard Albert, with Ball, Baker & Co., 
London. CROWLEY, Dennis Trevor, with 
Peat, Marwick, Mitchell & Co., Birming- 
ham. CROWTHER, Thomas Russell, with 
Walter S. Lewis & Sons, Rochdale. Davey, 
Emest George, with A. J. Northcott, 
Lyddon & Co., Plymouth. Dear, Colin 
Paul, with Morgan & Co., London. 
DerrcH, Angel, with Lionel Davidson & 
Co., London. Duonpy, Hormusji Behramji, 
w.a., with S. B. Billimoria & Co., Bombay. 
DonneLty, Edward Vincent, with Silver- 
sides, Slack & Barnsley, London. EAcer- 
sat, Alfred John, with Bendall & Findlay, 
London. Easrey, Henry Brian, with 
Rawlinson & Hunter, London. Epwarps, 
Alan Kenneth Warneford, with Eric 
Phillips & Co., London. Ecan, Ernest 
Edward, with Wykes & Co., Leicester. 
Enpersy, Geoffrey Charles, with Carlisle, 
Ray & Co., Nottingham. FALCONER, 
Donald George, with Barton, Mayhew & 
Co, London. Fatruers, Ronald, formerly 
with Curtis, Jenkins, Cornwell & Co., 
Bristol. FetLows, Norman Sydney, with 
W. G. A. Russell & Co., Birmingham. 
Fitzy, Frank William, with G. H. C. 
Stanley & Co., Birmingham. Focco, Eric 
Wilson, with Baker, Sutton & Co., London. 
FrankLin, Geoffrey, with Carpenter, 
Amold & Turner, Brighton. FRANKLIN, 
Louis Albert William, with Bryden, John- 
son & Co., London. Frencu, David Owen, 
with C. C. Payne, Norwich. GARDNER, 
Thomas, with Rushton, Toulmin & Foster, 
Preston. Garton, Wilfred Frankish, with 
Sowerby & Rushforth, Hull. Guoss, 
Lakshmi Charan, formerly with P. K. 
Mitra & Co., Calcutta. Gros, Theo, with 
Price, Waterhouse & Co., London. Git, 
Harold Ernest (Gill & Fohnson), Nairobi. 
Gnu, Percy James, m.a. (Gill & Fohnson), 
Nairobi. Goopeve, Eric Cyril, with C. R. 
Foot, Fox & Co., Southampton. Gorvy, 
Harold Aubrey, with Jack Bobrov, Levien 
& Co, Cape Town. Goutp, Gerald 
Anthony, with McEwan, Wallace, Howell 
& Co. Birkenhead. Granvitiz, John 
» with Howard, Howes & Co., 

m. GREENWOOD, Frank Goldthorp, 


with Charles L. Townend & Co., Halifax. 
Hacue, John Leslie (A. Hague & Son), 
Blackpool. Haricu, John Desmond, with 
Armitage & Norton, Bradford. Hatey, 
Kenneth Charles, with Semper & Co., 
Liverpool. Hatt, Horace Masters, for- 
merly with Richard Leyshon & Co., 
Cardiff. Harpcastie, Colin Berry, with 
B. de V. Hardcastle, Burton & Co., 
London. HarcrReAves, Edward George, 
with C. Pollard, s.com., Altrincham, 
Harrison, William, Borough Treasurer’s 
Department, Smethwick. Harte, William 
Roy (W. Murray Smith @ Berend), Durban. 
Hart ey, John Duncan, with Charles F. 
Beer & Co., Leeds. Haywoop, Allan, with 
Wm. Robertshaw & Myers, Keighley. 
Heatu, Frank Arthur, with Campbell & 
Co., Wolverhampton. Heeuts, Dennis, 
with W. D. Garbutt & Elliott, York. 
Hemincway, James Arthur, with Crowther, 
Evans & Son, Bradford. Hopce, Dennis 
Arnold Sidney, with T. A. V. Sutton & Co., 
Stockport. Howkxuins, Eric Charles, County 
Treasurer’s Department, Buckingham- 
shire County Council, Aylesbury. Hum- 
PHRIES, Ewart John, formerly with Wm. J. 
Landray, Midsomer Norton. HUvNKIN, 
John Llewellyn, with Jennings & Watkins, 
Neath. Jaccer, Eric, with George E. 
Cooke, Pendleton. Jenner, William 
Edward, with J. L. Harper, Lamaison & 
Co., London. JeyNes, Edward Raymond, 
with Howard Smith, Thompson & Co., 
Birmingham. JouNson, Dennis, Borough 
Treasurer’s Department, Morley. JoHNsoON, 
Edward Percival (Gill @& Johnson), Nairobi. 
Jounson, Peter Mervyn (Gill @ Johnson), 
Nairobi. Jones, Donald Lloyd, with Alban 
& Lamb, Newport, Mon. Jones, Norman 
James, with Clench, Hewitt & Co., 
London. Jones, William Robert, with 
James Hope, Sons & Co., Bury. JONEs, 
William Rees, with Ashmole, Edwards & 
Goskar, Swansea. Kenny, John Graham, 
with John J. Welch & Co., Hawick. 
KERRIGAN, Terence, City Treasurer’s De- 
partment, Winchester. Kerswitt, Guy 
Barry, with Roberts & Pashco, Plymouth. 
Kipp, Cyril, with Cooper & Cooper, Man- 
chester. Knox, Alan John, with Keeling & 
Co., London. Lanrei, Rabindranath, .a., 
formerly with N. C. Chakravarty & Co., 
Calcutta. Lawrence, Eric, with Peat, 
Marwick, Mitchell & Co., London. Lewss, 
David, with Caldwell & Braham, London. 
LILLEKER, Robert Henry, with Cunning- 
ham, Priestley & Co., Sheffield. Liste, 
Thomas William, with Price, Waterhouse 
& Co., Newcastle-upon-Tyne. Livinc- 
stone, Allan Campbell, with Price, Water- 
house & Co., Leeds. Locan, Paul Anthony, 
with Edward Moore & Sons, London. 
Lunp, Leslie William, with Winter, Robin- 
son & Sisson, Newcastle-upon-Tyne. 
Lyons, 
Senington & Co., Bristol. 


Ernest Frederick, with E. T. 
MACDONALD, 


Ian Murdo (A. Hornby @& Co.), London. 
MAcponaALD, Robert Ian, with Cooper 
Brothers & Co., Liverpool. MAcKENzIE, 
John Roderick, with C. F. Middleton & 
Co., London. Marks, Arthur John, for- 
merly with Buchanan & Barter, Southsea. 
Ment, Charles, with Jack Bobrov, Levien 
& Co., Cape Town. Muus, Raymond 
Frank, with Cooper Brothers & Co., 
London. Mrrra, Kamal Kumar, B.a., 
formerly with P. K. Mitra & Co., Calcutta. 
Montcomery, Derek Harford, with Martin, 
Savage & Co., Dublin. Moors, Frederick 
Henry, with Deloitte, Plender, Griffiths & 
Co., London. Morcan, Anthony, with 
Eric Phillips & Co., London. Moss, 
Bernard Charter, with Thorne, Lancaster 
& Co., London. Moss, William Harry, 
with Alfred Neill & Co., London. MuKkHeEr- 
yee, Dwijendra Nath, formerly with S. R. 
Batliboi & Co., Calcutta. MuULLINGER, 
Basil Reginald, with Pannell, Crewdson & 
Hardy, London. Munpay, Neil Howard, 
with Allen, Baldry, Holman & Best, 
London. Muwnns, Reginald, with Rawlinson 
& Hunter, London. Near, Ronald Thomas, 
with Chalmers, Wade & Co., London. 
Newman, William, with Wood & Co., 
London. Nice, Stanley George Richard, 
with F. W. Stephens & Co., London. 
Nutratt, Herbert Edward, County 
Treasurer’s Department, Norfolk County 
Council, Norwich. O’Nemt, Michael, 
with Kennedy, Crowley & Co., Cork. 
OrcHARD, Stuart Ernest, with Peat, Mar- 
wick, Mitchell & Co., London. Owen, 
Harold, with J. O. Young & Co., Bolton. 
Owens, Allan Bernard John Dennis, with 
F. E. Hargreaves & Chas. E. Marsh, 
London. Pamment, Cyril Raymond, with 
Ensor, Son & Goult, Ipswich. PErarce, 
George Malcolm, with Richard Leyshon 
& Co., Cardiff. Pret, Jchn, with Lithgow, 
Nelson & Co., Southport. Perrers, John 
Spence Anderson, Newcastle-upon-Tyne. 
Pinver, Fred, with James Hope, Sons & 
Co., Bury. Pope, Peter, with Albert J. 
Pope, Bath. Porrerton, Owen, with Wm. 
Robertshaw & Myers, Keighley. Prince, 
Henry Walter (E. W. Longhurst & Co.), 
London. PrircHarpD, William John, with 
Cyril Arnold, Rhyl. Pucn, Geoffrey 
Edwin, with Alfred E. Pugh, Newport, 
Mon. Pyne, Douglas Walter, with Allen, 
Baldry, Holman & Best, London. Rart- 
cuirre, Ralph Vernon, with Crick & Bussell, 
London. Reape, Reginald Frederick, with 
Barton, Mayhew & Co., London. RicHARDs, 
John Desmond, County Treasurer’s Depart- 
ment, Wiltshire County Council, Trow- 
bridge. Ropricues, William Gordon, with 
Mitchell, Rodrigues & Co., London. 
Roper, John Tilston, with Cooper Brothers 
& Co., Liverpool. Ross, Herbert, with 
Cooper & Cooper, London. Rosser, 
Melvyn Wynne, with Francis & Williams, 
Swansea. Russett, Stanley John, with 
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Deloitte, Plender, Griffiths & Co., London. 
Rust, Robert Arthur, with Sharp, Parsons 
& Co., London.  Sarmnssury, Stanley 
Herbert, with Fox & Hoare, London. 
Sag, Reginald Ernest, with Wenn, Town- 
send & Co., Oxford. SALmon, Eric Walter, 
with W. G. A. Russell & Co., Birmingham. 
SARGENT, John Gerald, with Whiteley 
Brothers, Johannesburg. SARKAR, Pradyot 
Kumar, formerly with G. P. Chatterjee & 
Co., Calcutta. Scatrrercoop, Alan, with 
Blease & Sons, Liverpool. Scorr, Raymond 
James Lethbridge, formerly with Clench, 
Hewitt & Co., London. Sernegue, Pierre 
Jean Clement, formerly with George 
Mackeurtan, Son & Crosoer, Durban. 
SHarp, Matthew William, formerly with 
Pannell, Crewdson & Hardy, London. 
Suaw, Kenneth Stephenson, with H. B. 
Leah & Co., Stockport. SHuTTLEWworRTH, 
William, with Cooper Brothers & Co., 
Liverpool. Srinciarr, Alexander Robert- 
son, M.A., B.COM., formerly City Cham- 
berlain’s Department, Edinburgh. Smsrrn, 
Gordon Allen, with D. R. Carston, Cardiff. 
SmrrHERS, Edward Hampden, with Roberts, 
Allsworth, Cooper Brothers & Co., Johan- 
nesburg. Snuccs, Peter Thomas George, 
with C. Stanley Dawson, Bournemouth. 
STALLARD, James Anthony Barker, with W. 
Vincent Vale & Co., Wolverhampton. 
Sreap, Brian Charles, with Alexander, 
Sagar & Co., Leeds. Stewart, Thomas 
Keith, with Saunders, Horton, Evans & 
Co., Cardiff. Storr, Geoffrey William, 
with Hollings, Crowe, Storr & Co., Otley. 
StrRANG, Kenneth, with Creasey, Son & 
Wickenden, Tunbridge Wells. Stuart, 
Ritchie Edward, formerly with Singleton, 
Fabian & Co., London. Stussens, Roger 
Herbert, with Slater, Dominy & Swann, 
Cambridge. Summers, John Owen, with 
Deloitte, Plender, Griffiths & Co., London. 
Swaline, Laurence Hall, with Butterell & 
Ridgway, Hull. Tarrant, George Hobson, 
with F. Stokes & Ricks, Nottingham. 
TAVENER, Eric William, with Ford, Rhodes, 
Williams & Co., London. TEASDALE, 
Frank Ashton, with John W. Hirst & Co., 
Manchester. Tuomas, Frank, with P. & J. 
Kevan, Bolton. THompson, Donald Oswald, 
with Blease & Sons, Liverpool. THompson, 
Leon Frederick Garnham, with S. V. G. 
Southon & Co., Exmouth. THompson, 
Roy John Desmond, with Keens, Shay, 
Keens & Co., Stony Stratford. THornton, 
John, with Ashworth, Moulds & Co., 
Burnley. THurstans, Stanley Harry, with 
Bowker, Stevens & Co., Birmingham. 
Trrrany, Raymond Leslie, formerly with 
Slater, Dominy & Swann, Cambridge. 
TrusweE.., Wilfred Henry, with Joshua 
Wortley & Sons, Sheffield. Turner, 
Anthony John, with John M. Winter & 
Sons, London. Wang, Victor Harold, 
with Patterson, Greenwood & Co., London. 
Wacner, Nicholas, with Samuel H. Moore, 
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Cork. Warp, Cyril, with Thomas Coombs 
& Son, Leeds. Warp, William Robert, 
with Allnutt, Bradfield & Co., London. 
WaRNEFORD, Gordon Pollard, with Firth, 
Parish & Clarke, Bradford. WATERMAN, 
Arthur John, with Benbow & Airs, North- 
ampton. Wess, John Wilson, with Wykes 
& Co., Leicester. WerETMAN, Harry, with 
C. Pollard, s.com., Altrincham. Wurr- 
TINGHAM, Douglas Brown, with Harper, 
Kent & Wheeler, Shrewsbury. Wicks, 
William Leonard, with Malpas, Simmons 
& Co., Salisbury. Witcockx, Edward 
Gordon, with Cobden, Board & Co., 
Sheffield. Witutams, John Tyrrel, with 
Davis, Kellie & Co., Fleet. Wrxrams, 
Thomas Ernest (7. H. Williams & Co.), 
London. Woop, Geoffrey Walter, with 
Lithgow, Nelson & Co., London. Woop- 
HEAD, Geoffrey Mayall, with Crowther, 
Evans & Son, Bradford. Woo.prince, 
Eric, formerly Deputy Borough Treasurer, 
Hemel Hempstead. YARDLEY, Peter, with 
Carpenter, Arnold & Turner, Brighton. 
YEATMAN, Leonard Norman, Borough 
Treasurer’s Department, St. Marylebone, 
London. 


PERSONAL NOTES 


Messrs. Cassleton Elliott and Co., of 
4 and 6, Throgmorton Avenue, London, 
E.C.2, have pleasure in announcing that 
Mr. Frederic Joseph Smith, A.s.a.a., who 
has been associated with the firm for many 
years, has been admitted to partnership. 
The firm name remains unchanged. 

Mr. W. H. Smith, F.c.a., has taken into 
partnership Mr. R. G. W. Gallant, a.s.a.a., 
and Mr. H. Stewart, A.s.a.a., both of whom 
have been connected with the firm for the 
past twenty years. The practice will be 
continued under the firm name of Chas. 
O. Nicholson and Co., at 66, John Street, 
Sunderland. 

Mr. P. North, A.s.A.A., C.A. (S.A.), has 
entered into partnership with Mr. John 
Pope, c.A. (s.A.), and Mr. Cyril George, 
c.A. (s.A.). They are practising at Springs 
and Benoni, Transvaal, under the style of 
North, Pope, George and Co. 

Mr. H. O. Littleton, a.s.a.a., has 
commenced public practice at Loveday 
House, Johannesburg. 

The partnership hitherto conducted in 
the name of Roberts, Allsworth, Cooper 
Brothers and Co., Johannesburg, has been 
dissolved. Mr. C. M. Stuart, A.s.a.a., and 
Mr. R. R. Anderson, A.s.A.A., are con- 
tinuing the practice with two other partners 
under the firm name of Cooper Brothers 
and Co. Mr. E. V. Buchanan, A.s.A.A., is 
now in practice on his own at 401, Garlick 
House, Harrison Street, Johannesburg. 

Messrs. Hill, Vellacott & Co., Chartered 
Accountants, announce that they have 


admitted into partnership Mr. G, A ii 
Morris, A.C.A., A.S.A.A., and Mr, Edws  . 
W. C. W. Bailey, M.c., a.c.a, (Ireland ee 
who have been members of their staff saa 
a number of years. es 


REMOVALS a 


Messrs. W. H. Stocks & Co., Ingop 
porated Accountants, have removed thei 
offices to 3, Copthall Court, London 
E.C.2._ Telephone: Monarch 4588, 

Messrs. Cole, Dickin & Hills announed 
that their Rushden office is now at § 
Church Street, Rushden, Northampton 
shire. The telephone number is unchanged 


OBITUARY 


ARCHIBALD THOMAS KEENs 

We record with deep regret the death o 
February 26 of Mr. A. T. Keens, rsaa 
Mr. Keens, who was 52 years of age, wa 
the elder son of Sir Thomas Keens, pu. 
J-P., F.S.A.A., and Lady Keens, }.p., and 
was a partner in Messrs. Keens, Shay 
Keens & Co., Incorporated Accountants 
of London, Luton and elsewhere. 
Mr. A. T. Keens served his articles wi ’ 
Sir Thomas Keens. He became a membeqa 
of the Society of Incorporated Accountantan 
in 1920, and was admitted to partnership 
in the firm in the following year. 
He was an active member of the Incor 
porated Accountants’ London and Distrie§ 
Society. He was elected Vice-Chairma 
of the District Society in 1949, when ha 
had already been a member of the Com 
mittee for seven years. Unfortunately ill 
health compelled him to resign from thi 
office shortly afterwards. 


Witui1am GAuNT 

We learn with regret that Mr. Williz 
Gaunt died on February 19, at the age 
86. He was a member of the Society a 
Incorporated Accountants from 1902 & 
his retirement in 1937. For many yea 
he was Accountant to Leeds Educatio 
Committee. ’ 
Mr. Gaunt took a very active parti 
the work of the Yorkshire District Society, 
becoming a member of the Committee! 
1925 and a Vice-President in 1928. 


Ceci. SEMPER 
We regret to report the death on Febru 
ary 22 of Mr. Cecil Semper, F.SAA 
Liverpool. He had been in public prache 
in Liverpool for thirty years, having bea 
admitted to membership of the Society 
1914. 
Mr. Semper was an active member @ 
the Committee of the Incorporated Aé 
countants’ District Society of Livupoa™ 
from 1924 to 1933, and held the office @ 
Vice-President from 1929 to 193!- 
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